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MONDAY, APRIL 27, 1953 


House or REPRESENTATIVES, 
SrecraL INVESTIGATING SUBCOMMITTEE 
OF THE COMMITTEE ON ARMED SERVICES, 
Washington, D.C. 
EXECUTIVE SESSION 


The subcommittee met at 10 a. m. 

Mr. Courrnery. This subject concerns a proposal by the Corps of 
Engineers of the Army to settle on a purchase for a 5-year period 
under the provisions of Public Law 413 of compressors from the Le 
b4e Co., an din effect to standardize and purchase exclusively from 
them. 


STATEMENT OF HON. OLIVER P. BOLTON, CONGRESSMAN FROM 
OHIO, 11TH DISTRICT 


Mr. Bouron. Mr. Chairman, may I first express my thanks to the 
committee for the consideration which it has extended to me to bring 
up a matter which I believe involves the overall good of our Nation. 

I would also like to express my appreciation here for the coopera- 
tion extended to me by Mr. Pearson, Deputy Under Secretary of the 
Army, and to Colonel Schute and other members of Mr. Pearson’s 
staff who so graciously extended to me and to others concerned so 
much of their time for the consideration of this matter. 

Let me stress at the outset that both from my Army experience as 
well as that I have had in business, I am heartily in agreement with 
the overall program of standardization of equipment and parts. It is 
not the principle which I would question, but rather is it the methods 
of effectuating those principles as demonstrated by the one example 
with which I have had contact. 

I also wish to stress that I appear before this committee to call to 
its attention steps in the procurement system with which I cannot 
agree, which were brought to my attention by the problem of one of 
my constituents. 

~ [shall use the experience of that constituent, the Davey Compressor 
Co. of Kent, Ohio, to illustrate my point, and it may be that this 
committee may desire to look further into that case—but it is the basic 
principles involved which have caused me to request this hearing 
ay. 
The first question involves the selection of the type and model of an 
item to be standardized. It is my contention and belief that when 
the armed services determines that an item is to be standardized for 
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a long-range program, that that item should be selected only after 
sufficient tests have proved that it is the best ew available. 
Furthermore, it is my opinion that notice should be given manu- 
facturers who might be desirous of submitting their product for 
testing, that standardization is contemplated and that tests will be 
held for this purpose. Any lack of complete openness, any sugges- 
tion of secretiveness, can only make the selection of an item to be 
standardized subject to suspicion and thereby injure the reputation 
of the armed services. ; 

The facts involving the actions of the Department of the Army in 
its determination to standardize on the Le Roi CFM compressor and 
the objections to this decision advanced by the Davey Co. are clearly 
set forth by the Small Defense Plants Corp., which brief I should like 
to have made a part of the record at this point. 

(The information referred to is printed in appendix as 1 to 6.) 

Mr. Bouron. It would be well to point out, however, that the de- 
cision to standardize in this instance was not made known to the 
members of the industry, and that available competitive models were 
not tested. 

Furthermore, representations made to me by the officers of the 
Davey Co. based upon statements of employees of the Army, raise a 
grave question in my mind as to the thoroughness of the tests given 
the Le Roi compressor. The decision to standardize on this com- 
pressor was apparently made primarily because the procuring author- 
ity considered it satisfactory and because, of those presently on hand 
and on order, approximately 80 percent of those in the Army are 
of this type. 

In checking the other branches of the services I find that Navy is 
the only other large user of this type of compressor. The Bureau of 
Yards and Docks now has some 500 units made by some 8 or 10 
different companies, many of them made by the Davey Co. They are 
giving excellent service. 

It would appear to me that if standardization is to be practiced, 
the standardization should be uniform in the services as a whole, 
not just in the one branch. 

Furthermore, consideration should be given the number of units in 

use in all of the services which would change the ratio of the various 
units on hand. 
_ But the greatest question raised by the quiet testing for standard- 
ization and the unpublicized eventual standardization is that. such 
a method of procedure cannot fail to cast reflection upon the judg- 
ment and integrity of the service involved. I do not mean to sug- 
gest that there is fraud or collusion involved in this case. 

I do suggest, however, that one who did not have a high regard 
for the integrity and devotion to duty of the service concerned might 
suspect it. 

he second major question which this case brings up is the produc- 
tion of the item once it has been accepted for standardization. 

Under the policy as it was explained to us by Mr. Pearson, a con- 
tract. for complete production for.5 years of the Army needs of the 
item selected for standardization wil be given to one company ex- 
clusively. 
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No other company will be given the right to bid thereon. The price 
is established in the contract with a clause to take care of changes 
in cost of labor and/or materials. Mr. Pearson emphasized that the 
savings because of standardization were so great as to eliminate any 
cause for alarm in the lack of competition in arriving at the base price. 

It should be pointed out that the model selected in this instance for 
standardiaztion is made by only one company. Furthermore, I am 
told this model is not used by any company for commercial sales, 
including the La Roi Co. 

It would appear to me that once the decision has been made to 
standardize upon a particular model, the blueprints, drawings, and 
specifications of such equipment should be made available to all other 
members of the industry who desire to bid thereon. 

It is true that once a company has tooled up for previous orders, 
it is in a better position, pricewise, than its competitors. Nonetheless 
the maintaining of the right to bid and the open dealing with the 
members of the industry will remove any reflections which will other- 
wise be cast upon the services and the manufacturer under a 5-year 
exclusive contract. 

I wish to thank the committee again for this opportunity to appear 
before it. The major facts in the case of the Davey Compressor Co. 
are contained in the brief which has been made a part of this record. 
Whether or not the committee wishes to investigate this matter more 
thoroughly is a matter for its discretion. 

I sincerely request and strongly recommend, however, that the 
committee examine closely the method currently used in deciding upon 
the product selected for standardization and at the method by which 
it is procured, once it has been selected. 

Unless these determinations are carried on in the full light of day, 
questions will be raised which could well damage the reputation of 
all the services and destroy the entire policy of standardization. 

Mr. Courtney. Mr. Bolton, we are fortunate in having Admiral 
Fowler remain over following his testimony to hear your statement 
and to comment on some matters insofar as they have come to his 
attention in his experience under Public Law 436. 

Admiral, do you have any comment to make ¢ 

Admiral Fowtrer. Yes, sir. 

First of all, it seems important to note that standardization as 
proposed by the Department of the Army in the prospective pro- 
curement of the portable gasoline-driven air compressors is quite 
different from the Department of Defense program 
as provided by Public Law 436. 

nder the latter legislation we try to standardize on a specification 
which is open to industry for bidding. However, under Public Law 
413 if in the judgment of the agency head and under the proviso 
of section 2 (13) it is determined that procurement without sdivastin- 
ing is necessary in order to assure procurement of one type of equip- 
ment, and interchangeability of parts, the agency is in our opinion 
under existing law entitled to so proceed. 

However, once again in the case of a previous procurement it seemed 
important to us to attempt to reconcile the provisions of Public Law 
436 and Public Law 413. Accordingly, under date of February 24, 
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1953, in a memorandum for the Chief, Office of Procurement, Muni- 
tions Board, we stated that: 


1. The proposed directive on standardization of technical equipment, identi- 
fied as DRAFT—1/19/53, OGC/MRS: ag, has been reviewed in the light of the 
discussion in the ASPR committee meeting of February 2, 1953. 

2. The overall functional responsibility for standardization of items in the 
Department of Defense rests with DSMA in view of the provisions of Public 
Law 436, 82d Congress. To assure that the objectives of Public Law 436 are 
realized, it is felt that the authority to procure without advertising to assure 
standardization, given to the Secretaries of the military departments by Public 
Law 413, SOth Congress, should be exercised only after the Director, DSMA, 
has approved the standardization of the equipment. 

3. Accordingly, a suggested redraft of the proposed directive has been de- 
veloped and is attached hereto. It will be noted that the criterion on time of 
standardization has been modified, requiring an annual review. It is felt that 

a 5-year period is too long. 


(Discussion off the record). 
Mr. Courtney. Thank you very much, gentlemen. 
(Whereupon, at 11:20 a. m., the committee adjourned.) 


| 
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TUESDAY, MAY 12, 1953 


Houser oF REPRESENTATIVES, 
INVESTIGATING SUBCOMMITTEE 
OF THE COMMITTEE ON ARMED SERVICES, 
Washington, D. C. 
EXECUTIVE SESSION 


The subcommittee met at 10 a. m., the Honorable William E. Hess 
(chairman of the subcommittee) presiding. 

Mr. Hess. The committee will please come to order. 

Mr. Courtney, you have a matter to bring to the attention of the 
committee this morning ? 

Mr. Courtney. Mr. Chairman, on our session of April 27, Con- 
gressman Bolton, of Ohio, brought to the attention of the subeom- 
mittee a matter concerning a proposed procurement by the Depart- 
ment of the Army of a compressor motor. The proposal was to 
standardize under the emergency provisions of the Armed Services 
Procurement Act, section 2 C 13, by selecting a single producer and 
settling on a single design. 

That brought the matter to our attention because of the committee’s 
concern with the matter of standardization as a general subject and 
also with the question of the exercise of that power under the pro- 
curement act in derogation of the congressional policies declared in 
the later standardization act, Public, 436 of the 82d Congress. 

Now, of course, up to this point the committee has not been advised 
as to what, if any, justification there is for this undertaking on 
the part of the Department of the Army or of any engineering or 
military reasons which might suggest themselves as to why this 
particular thing should be done. 

This morning we have the Deputy Under Secretary and Colonel 
Baker and Colonel Hickey of the Judge Advocate’s Office, as well 
as General Allen, who is G-4 for the Army. 

I believe the first witness should be Mr. Pearson. 

Mr. Pearson. Mr. Chairman, first for the record, so that it may be 
correct, my correct title is Deputy Under Secretary of the Army, in 
which capacity with the Under Secretary, Earl Johnson, I served 
for a year in the Procurement Office—Mr. Johnson is the Procurement 
Secretary of the Army and I am Assistant Deputy. 

During that time we interested ourselves quite actively in a pro- 
gram designed to accomplish ultimate standardization of certain 
types of mechanical equipment so it would be no longer necessary 
to maintain throughout the world duplicated pipelines of supply of 
spare parts and so that our training problem on the use of equip- 
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ment could be focused on a type of equipment rather than on a number 
of types, and so that even the extreme point of cannibalization could 
be accomplished where we had standard equipment, that is two or 
more units, instead of a large number. 

Actually, this problem presents one of the outstanding opportunities 
we have in the Army to accomplish economy and to reduce the heavy 
cost of maintaining needlessly duplicated pipelines and inventories 
of spare parts to keep in operation worldwide different makes and 
models of mechanical equipment. 

We studied the matter carefully, experimentally touched in on 1 or 
2 points, developed a series of protective organizational protective 
elements that we thought now be helpful, but nevertheless come 
today, as we have been through the year of interest in this matter, 
to discuss this not in any sense of iehoss of our position but to dis- 
cuss with you really what is the most perplexing problem of procure- 
ment policy with which I have been confronted in a lifetime of mer- 
chandising experience, 

It is a simple matter in business where we are not involved in the 
elements of public interest. If we had a long line of a particular 
type of equipment bought from a particular manufacturer and we 
were pleased with its performance and wanted to expand by adding 
a few more of those things, we would, of course, go naturally to 
the one who had made the satisfactory things, so that our maintenance 
problems, our spare-parts problems, our training problems, and our 
operational problems, would be standardized, with obvious advantage. 

Now, when it comes into matters in which public interest became 
involved, then the perplexities begin to compound themselves. And 
while we have done the best we can to devise protective elements, we 
are earnestly soliciting any advice and help that we can in the solution 
of this very perplexing problem. 

This morning we have brought with us Colonel Hickey, represent- 
ing the Judge Advocate General, whom we would like to have discuss 
with you the legal aspects of this problem; General Allen, the Deputy 
Chief of the Procurement Division of the Assistant Chief of Staff, 
G4, from the procurement policy angle, and colonel Baker who is 
now the Chief of the Supply Division of the Corps of Engineers, this 
being an engineer matter we are discussing, and who very recentl 
was the G4 and before that the Engineering Officer in the Fighth 
Army in Korea and can describe these problems from the viewpoint of 
the operating soldier using the equipment at the far end as well as 
his present responsibility as the Chief of the Division responsible for 
the distribution of spare parts. 

So with your permission in that sequence, we would like to have them 
present statements, at the conclusion of which we will, of course, be 
available for any discussion that would apply. 

Mr. Hess. That will be fine, Mr. Pearson. 

Mr. Pearson. Thank you. 

Mr. Hess. Let me say this, however. Of course, you are familiar 
with the act that was passed by the Congress last year, Public 436? 

Mr. Pearson. Yes, sir. 

Mr. Hess. With reference to standardization / 

Mr. Pearson. Yes, sir. 

Mr. Hess. And, of course, we are delighted to hear that the Army is 
attempting to standardize on various items, But after all, the act 
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provided for standardization of not only the Army but of all the 
Armed Forces, so that the same article might be used by all of the 
services rather than the one particular, service. 

Mr. Pearson. Yes, sir. We will in these statements address our- 
selves to those problems and at the end it may be that you would like 
to have me say another word or two on those. 

Mr. Hess. Fine. 

Mr. Pearson. Thank you. 

Mr. Hess. Very well. 

Mr. Courtney. Mr. Pearson and Mr. Chairman—may I ask a ques- 
tion on the subject of standardization as you have stated the depart- 
mental policy? If I understand your policy correctly, of course 
standardization would become an end in itself: and while it might be 
desirable to, for example, standardize on one type of refrigerator 
which would reduce the problem of replacement and cannibalization 
and all the other things that go into the use of an article, would not 
the effect of such a standardization, making the standardization an 
end in itself, result in drying up the sources of production and remove 
from the scene all competition 4 

Mr. Pearson. I believe that no such effect as that would be the end 
product of the program upon which we have tried to embark in this 
matter. 

I believe that the degree to which we accomplish this program and 
its resulting economies all down through the operating levels of the 
Army will be the degree to which we manage to accomplish in this 
respect businesslike, sound, economical, and sensible solutions to the 
basic problem of a less expensive operation of our supply system, 
from the base depot, the initial point of receipt by the Army, all 
through to the final, ultimate disposition by cannibalization of the 
next to the last item in a series of things. 

I think we can show in the statements which are to follow that 
no amount—this is almost literally true—that no amount of differ- 
ence between the initial price as between two manufacturers would 
begin to compensate, in dollars and cents alone, for the advantage of 
assigning the supply system in the things necessary to keep in opera- 
tion the equipment there being purchased. 

Keep in mind of course that this applies only to a very limited and 
carefully defined group of mechanical items. It does not apply to 
anything in which the maintenance, by replacement spare parts, are 
not a direct and immediate and big problem to the Army. In those 
things of course we follow. 

Now, there are two ways of accomplishing standardization as it is 
described here. One is by design standardization so that any manu- 
facturer making that thing would make it with interchangeable parts, 
so that in whatever part of the world it was being used, whether the 
spare parts came from manufacturer A, B, or C, they would fit in. 

That is an extremely costly, laborious, and time-consuming problem, 
because it would be necessary to prepare working drawings of every 
detail of every piece of equipment coming within this category. 

Another way of standardizing—and that first one is the form of 
standardization contemplated by the act that you mentioned, 436. 
And on that, the Department of Defense is making some progress. 

The second way of accomplishing standardization could be defined 
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as an interim way pending the accomplishment of the slow process of 
standardization of equipment as contemplated in Public Law 436. 

Mr. Hess. That may be all very well, Mr. Pearson. But we don’t 
want to find ourselves in this position, that we are going to enter into 
a contract with some company that may last for a period of 5 or more 
years 

Mr. Pearson. Five years. 

Mr. Hess. And during that period of time there is a standardiza- 
tion process going on and we are standardizing on a certain article 
and we find ourselves tied up with contracts that run for a period of 
5 years, so we can’t actually standardize until the contract expires. 

Mr. Pearson. That would be a minor penalty in my opinion com- 
pared with the advantage of reducing the number of pipeline distribu- 
tive systems necessary with multiple spare parts, because we have 
bought multiple lines of mechanical equipment during that period. 

Mr. Courtney. Well, Mr. Pearson, the subject of this proposed pro- 
curement is motors to produce compressed air, is it not? 

Mr. Pearson. It is the compressor. 

Mr. Courrney. The compressor. 

Mr. Pearson. The conclusive compressor, which includes a motor 
and a compressor. 

Mr. Courtney. That is a motor and compressor for the production 
of compressed air? 

Mr. Pearson. That is right. 

Mr. Courrney. Now, Mr. Pearson, could you explain to the sub- 
committee why it is necessary to depart from the pattern that is set 
up in Public 436 and is implemented by the Defense Supply Manage- 
ment Agency and the Director of Cataloging and Standardization and 
submit a matter of this kind to him, so it might be reconciled and 
harmonized with the activities of the other two services? 

Mr. Pearson. There is a choice of time only in this thing that we 
are discussing here. ‘The Army could choose to await the accomplish- 
ment by the Defense Supply Management group, or whatever their 
correct name is, and huy the type of compressor they come up with, 
or we can proceed now to take the advantages which are obviously 
ours for the taking during an interim period until those things have 
been accomplished. 

Now, based upon the facts and the experiences, I believe I am cor- 
rect that standardization accomplished under 436 to this point in time 
applies to only one type of internal-combustion engine, of one size. 
I think it is 2- to 3-inch cylinder bore, much of the work on which 
preceded the establishment of that agency. 

I can’t forecast from that a rate of accomplishment toward ultimate 
standardization of the many hundreds of types of mechanical equip- 
ment that would come within this category, but I think I could say 
without hesitation that that period of time is a long time before we 
can get the full measure of benefit of those things. 

Mr. Courtney. Well, Mr. Pearson, on that point, since we are dis- 
cussing the subject of time and since you were concerned that the 
Director of Standardization of Cataloging and Standardization may 
not standardize immediately, do you think the alternative of that is to 
commit yourself irrevocably and exclusively for a 5-year period of 
time to a single type and design? 
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Mr. Pearson. I do, without question, sir, have that belief, and I 
believe that the Army will receive dividends many times over during 
each of the years in which that term of contract would apply because 
of the opportunity it would have for us to reduce the now presently 
required multiple supply lines of spare parts progressively to a single 
supply line of spare parts. 

Mr. Courtney. Now, Mr. Pearson, on that subject, of course, the 
production of compressed air is a common need of industry and of 
commercial use, in construction and many other activities? 

Mr. Pearson. Yes. 

Mr. Courtney. What is there about the military requirement in 
this instance that makes compressed air different in use by the mili- 
tary than by commercial users ? 

Mr. Pearson. I think the principal difference is the weight, which 
will be discussed in greater length by those more able to discuss it 
than Lam. The compressor we would like to buy is one which would 
have certain performance characteristics and fuel-consumption char- 
acteristics and yet come within a weight so it can be mounted on a 
truck of stated capacity, weighted capacity. That has been accom- 
plished with the LeRoi compressor, operating satisfactorily in all 
the places where it is located throughout the world. Those who use 
it like it. And we have, I believe, over a thousand of them in use now. 

The establishment of the spare-parts supply lines for that make of 
compressor has been accomplished. If we add, then, the compressor 
of manufacturer B, we double that supply problem. Of manufacturer 
C, who may by accident be the lowest bidder on the third award, we 
triple. And it can conceivably could go on. As Colonel Baker, I 
believe, will point out in his statement, there is a type of crane shovel 
of which we have in use in Korea today 21 different makes, which 
leaves us with 21 complete supply problems for those parts which are 
not interchangeable. 

Mr. Courtney. Mr. Pearson, on that subject, may I suggest to you 
that the committee has heard from the head of the standardization 
agency that the interchangeable parts and the parts that are likely 
to be consumed in those cranes have been standardized so that they 
are interchangeable bet ween these various types of machines. Are you 
familiar with that development ? 

Mr. Pearson. I am familiar with the claim. I believe that he is 
misinformed. 

Mr. Cunninouam. Might I ask a question ? 

Mr. Hess. Yes, Mr. Cunningham. 

Mr. Cunnincuam. Mr. Pearson, I want to be sure I understand the 
issue. If I understood your testimony, you take compressors of differ- 
ent firms and out of that group you selected one or propose to select one 
that will become the standard for future compressors to be purchased, 
is that right? 

Mr. Pearson. To become the compressor which we will standardize 
upon for a period of contract time, in this case 5 years. 

Mr. Cunnincuam. If you make your standardization on that basis, 
then you are giving a great advantage to the manufacturer—— 

Mr. Pearson. Without any question, sir, but we are giving a greater 
advantage to the Army, and it is that point which is our primary 
interest in the thing. 
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Mr. Cunnrxenam. We are interested in the Army. But would 
it not be possible to have your own specification, make a standardizee| 
compressor and then throw it on the open market for bid and then 
let all companies bid according to those specifications ! 

Mr. Pearson. Yes, sir. 

Mr. Cunnincuam. And not give one company an advantage over 
the other? 

Mr. Pearson. That is correct. If we had standardized and com- 
pletely drawn working drawings, upon which any manufacturer 
could work, and if we then were willing to confront the necessity of 
paying the cost of tooling up any and all manufacturers to produce 
that thing, as one after another they came along during the time, 
and if we were willing to confront the payment of the cost of main- 
taining inspectors into their plants so that the close tolerances of 
parts could be maintained, so they would be always interchangeable, 
the outcome would be as you describe it and desirable. 

Mr. Cunnencuam. Well, wouldn’t you have to maintain those in- 
spectors anyway ¢ 

Mr. Pearson. No, sir; not in the sense that we are discussing it 
here, because a manufacturer making a product from existing draw- 
ings, tooling and everything 

Mr. Cunnineuam. You still have to use inspectors to see they keep 
up to specifications. 

Mr. Pearson. Not to the degree—— 

Mr. CuNninGuAm. Assume you have selected the product of one 
company as the standard product, are you then allowing other com- 
panies to come in and bid on those same specifications in competition, 
assuming that they can tool up and make the same kind of com- 
‘ pressor, or are you limiting the market to the company that manu- 
factures the compressor that you accept as the standard product ? 

Mr. Pearson. Our plan, with protective price clauses in the con- 
tract, which will be described later, is to select the manufacturer, 
award for a period of time to him a contract to meet our needs. 

Mr. Courtney. That is 5 years, isn’t it, Mr. Pearson / 

Mr. Pearson. In this case it is 5 years. The period of time is the 
number of years of the anticipated active life of the equipment. 

Mr. Cunntncuam. Then for 5 years you close the market to all 
competition ? 

Mr. Prarson. That is correct, and submit, most sincerely, the belief 
that the interests of the Army and of the United States are without 
question best served by the doing of that, because in that way and by 
that way only on these mechanical parts do we accomplish—— 

Mr. Cunnrycuam. But let’s assume that 2 years elapse and then 
another manufacturer comes along and shows you he can furnish 
you the same compressor, the same specifications, at a much lesser 
figure. You are prohibited from negotiating with him for the balance 
of the 5-year period, which is 3 years remaining. Is that good busi- 
ness 

Mr. Pearson. To accomplish that, another manufacturer of this 
thing, first, would have to set aside whatever proprietary patent and 
other rights were involved; second, would have to tool up his plant 
to make a thing which was not a natural product of that plant. 

Mr. Cunnincuam. Assuming he still did that, you are still barred 
with dealing with him. 
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Mr. Pearson. Now, if we make that assumption, our contract would 
have to run out before such a change as that could be made. 

Mr. Cunninouam. That is all. 

Mr. Courtney. Do I understand that this present procurement 
contemplates the irrevocable commitment of the Army for a period 
of 5 years to a single design, to a single manufacturer, and therefore 
a single source of production, and that in this instance it also involves 
the commitment for 5 years to proprietary rights in the article itself? 

Mr. Pearson. I believe that there are no proprietary right problems 
involved. 

Mr. Courtney. Well, if there are no—— 

Mr. Pearson. If he has them before the contract, he has them after 
the contract.. It doesn’t vitiate thet. The only thing the contract 
does is to require him when he can’t meet our requirements to under- 
take to license without cost any number of other manufacturers needed 
to accomplish that purpose, as in the ease of an allout war. 

Mr. Courtney. Now, Mr. Pearson, this proposed procurement, to 
keep the record in order for the consideration of the committee, is to 
be made under the exception provided in Public Law 413 of the soth 
Congress, the so-called Armed Services Procurement Act of 1947, see- 
tion 2 (c) 13, which I read—these are the exceptions which allow pur- 
chase by negotiation— 
for equipment which the agency head determines to be technical equipment and 
as to which he determines that the procurement thereof without advertising is 
necessary in order to assure standardization of equipment and interchangeahility 
of parts and that such standardization and interchangeability is necessary in the 
public interest. 

Could you explain to the committee why it is you say that a com- 
pressor and its motor are “technical equipment” within the meaning 
of this exception to the regular methods of procurement when you have 
already testified that compressors are commonly used in industry and 
in commercial practice / 

What is there that is exclusive about this particular compressor to 
the military services / 

Mr. Pearson. The compressor we are discussing here is a symbol 
of a long-range carefully thought out, carefully studied, thoroughly, 
I believe, protected program designed to accomplish economies of al- 
most unbelievable proportions, by eliminating from our supply systems 
the necesity of maintaining needlessly duplicate, triplicate, quadrup- 
licate, and multiple lines of supply of the spare parts needed to keep 
working the equipment that we have purchased. 

The compressor itself then is important only as the symbol of that 
policy. As I said when I started, we have worked earnestly in the 
development of a plan of standardization, interim, until such time as 
there comes—and our 5-year span of contract doesn’t measure that 
time in my judgment—a standardization of each of the many hundreds 
of things that would come within this category. 

The compressor then is a symbol of a program and qualifies in my 
judgment completely under a condition of mechanical equipment in 
which in the interests of the Government we would by the workings 
of the present plan be legally justified in establishing standardization 
principle. As I said when I opened my statement, this problem is 
filled with perplexities. There are no easy solutions to them. If we 
did not have the continual existence—if we did not have to be con- 
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tinually mindful of the existence of the public interest in that giving 
opportunity to every manufacturer I think this would be a very simple 
problem and no one would stop for a moment to consider it for the 
second time. 

Mr. Hess. Have you given consideration to every manufacturer in 
this instance / : 

Mr. Pearson. In this instance, the basic choice—and I think this 
rule should apply generally. One of the prime choices the quantitive 
equipment now in the system. If we had a great quantity of product 
A in the system which would last for some number of years and al- 
ready established a full pipeline of spare parts to maintain that equip- 
ment, the introduction of a second eas beikeieis's equipment in that, 
under the workings of our generally sound competitive bidding prac- 
tices, is a major decision, not one to be taken lightly for the difference 
of 5 or 10 or 15 or 20 or 30 or 40 percent in the unit price of the original 
product. because the cost of maintaining throughout the years of the 
life of that second product exceeds those differences. 

Mr. Hess. Would you even do that, even though the product that 
you are standardizing on is considered by commercial first to be an 
inferior product ? 

Mr. Pearson. That would depend upon the degree of inferiority. 

Mr. Hess. Well, there is no commercial firm uses this I understand ; 
is that correct ? 

Mr. Pearson. Let me state it perhaps this way; Something over a 
thousand of these are in the use in the Army in all climates, in all 
parts of the world to which they have been assigned. ‘They are per- 
forming perfectly satisfactorily. They meet our needs. They weigh 
as little as we would like them to weigh, so we can truck them out and 
carry them into these odd places where sometimes we have to go. 
They perform economically so far as fuel is concerned. The view- 
point of the Army is that this product we have chosen to standardize, 
the LeRoi compressor, is not an inferior product in any sense. It has 
stood up very well in our experience. We like it. The soldiers who 
use it like it. It is from the background of that kind of experience 
that that, plus the pipeline consideration, plus the obvious opportuni- 
ties for economy, carry us to the conclusion that it did in this case. 

Mr. Hféperr. May I ask a question to clarify the chairman’s 
question ? 

The chairman said T think this compressor was not used in the 
commercial field. You didn’t answer that. 

Mr. Prarson. Well, I can’t speak to that point. I am not a 
construction—— 

Mr. Héserr. You don’t know whether it is used exclusively by the 
Army or not? 

Mr. Pearson. T don’t know. 

Mr. Héeerr. It perfectly could be possible, then, that only the 
Army has selected this compressor; is that right? 

Mr. Pearson. I think that could be quite possible. I think our 
requirements in certain ways are generally somewhat different than 
commercial constructors, let’s say, operating close to the supply base 
of spare parts maintained by the manufacturer, without the necessity 
of careful weight problem in order to get it into the places where we 
on occasions must take it. 
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Mr. Hérerr. Now, Mr. Pearson, you made a statement that this com- 
pressor is merely a symbol ? 

Mr. Pearson. That is correct. 

Mr. Hépert. So, if we followed your philosophy, using it as a sym- 
bol, what then would prevent the Army tomorrow to select an auto- 
mobile, and the next day some other mechanical equipment? 

Mr. Pearson. I think when you listen carefully to General Allen’s 
statement, which described the degree of protective checks and double 
checks with which we have surrounded this, that you would agree that 
it is not a capriciously adopted set of principles. It is one designed to 
prevent exactly the point that your question was directed to. 

Mr. Héserr. But I am still pressing your Crp and your jus- 
tification of using this as a symbol in the public interest. What then 
would prevent the Army tomorrow selecting an automobile and enter 
into a contract with an automobile manufacturer for 5 years or 10 
years for the exclusive use of his automobile, or some other mechanical 
device 

Mr. Pearson. We will try to describe to you the protective features 
with which the application of this policy has been surrounded. If they 
are not convincing of the soundness of the protective forces there, then 
I will try to answer that point later. 

Mr. Héserr. Well, of course it remains unanswered of this time. 

Mr. Pearson. Well—— 

Mr. Héserr. Now, how much money is involved in this particular 
procurement ¢ 

Mr. Pearson. The present need is for something in the area of 300 
compressors, the price of which is—what 4 

Can somebody tell me ? 

Mr. Sancxs. About $6,000. 

Mr. H&éserr. That is over the 5-year period ? 

Mr. Pearson. No; the present need is for 300. Is that correct, the 
300 figure 

Mr. Hotnanp. About $6,200. 

Mr. Pearson. $6,200 times 350, $2,170,000, 

Mr. Henerr. How much? 

Mr. Pearson. $2,170,000. 

Mr. Hénertr. Of the original investment. 

Now, you made the statement—you didn’t use the word “fantastic,” 
but implied the same thing, on the savings if you choke all other pipe- 
lines and centralize on this one pipeline of supply of spare parts. 
Now, how much do you estimate would be saved operating under the 
philosophy that you have expressed here this morning? 

Mr. Pearson. I believe that the savings would run at least 25 per- 
cent per year during the life of the equipment, the operating useful 
life of the equipment. That is a cumulative thing, of course, as it 
goes on. That is not a high price to maintain a distributive system, 
worldwide, for spare parts. 

I think, for instance, the automobile companies operating only in 
the United States probably have operating costs higher than that. 

Now, if it costs 25 percent to maintain one line and 25 percent to 
maintain a second, and a third, and a fourth, and a fifth, our policy 
is designed only to start chopping off those 25 percents until we get 
to a solid base. 
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Mr. Courrney. Mr. Pearson, then, when you reach the end of the 
5-year period, you would necessarily have to argue that you couldn’t 
change this contract because your system was already loaded with 
5 years’ supply and that to scrap your inventory would be disastrous 
and uneconomical and costly, isn’t that correct ‘ 

Mr. Pearson. That is not correct. 

Mr. Courrney. Well, wherein is it not correct / 

Mr. Pearson. A thing 5 years off or 4 or 3 or 2 can be anticipated 
and prepared more carefully. If a plan should develop by which at 
a time there is presented distinct and after careful testing unavail- 
able, sound reasons for changing from product A to product B, 
phasing out the supply pipeline of product A is not a difficult thing 
of anticipation. 

Mr. Courrney. Well, Mr. Pearson, what incentive would there be 
for a commercial producer of that type of tool to develop and tool up 
and ready himself for competitive bidding 5 years hence when he 
might be confronted with the question that was just addressed to you, 
as to whether or not he would not know that the supply system of the 
Army was loaded with one kind of equipment and that it would be 
a complete departure and wholly uneconomical to a different type 
of equipment. Tassume you are speaking now of competitive bidding 
5 years after this contract will have been entered into, if it is entered 
into, 

Mr. Pearson. I believe that American industry, with an oppor- 
tunity for profitable business, would find that as sufficient incentive. 

Mr. Courrnry. Mr. Pearson, then to summarize this particular 
problem this morning, if I may, this procurement is for a commercial- 
type tool, that is the production of compressed air. You now pro- 
pose to select a single manufacturer, to give him an irrevocable con- 
tract for 5 years, an exclusive contract, to limit yourself therefore to 
a single source of supply and to a single proprietary tool, and you 
do so exclusively within the Army procurement system, without any 
recognition nor so far as I know any consultation with the other two 
services as to whether or not there will be interchangeability between 
the services. 

How do you say it serves the — interest as defined in the excep- 
tion to the procurement act which you are attempting to operate under, 
to have a single service procurement of this kind ? 

Mr. Pearson. To answer that question, I would have to go back 
over precisely the steps to which I have testified already this morn- 
ing. Tam seme: willing to do it, starting: 

Mr. Courtney. In other words, you are satisfied then to appear 
before this committee and say this: That it is perfectly all right for 
the Army to disregard the Air Force and the Navy, who so far as I 
know have not appeared in this picture nor has it been suggested 
that they appear in this picture. Do you know whether or not they 
have need for compressors ? 

Mr. Pearson. They do have. 

Mr. Courtney. Then, how do you reconcile that with the principle 
of unification and centralized procurement and standardization as 
defined in 436, when you are going now to commit the army to a 5-year 
program with a single manufacturer and a single design ? 

Mr. Pearson. I am going to talk to this point as a businessman, not 
us an employee of the Army. 
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My Army experience is so recent that I have to draw upon thirty- 
odd years of experience before that to find the base for some of these 
things. We have within our grasp today the advantages of great 
magnitude to atigps am economies pending the ultimate work out 
at whatever rate of progress may apply of the standardization 
being accomplished Bok 426 by the standardization department. 

Nothing in the position we take in this or other contemplated actions 
of this nature interfere in any way at all with the performance of that 
standardization department. 

There is nothing that we are here doing which as a businessman I 
would not do with my own business and with my own dollars. The 
advantages which are here are so immediately available and are so 
substantial in amount that I would much rather appear before you 
gentlemen in defense of having chosen to do this than I would in 
defense of having passed the opportunity of doing this while some 
much longer range program was being worked out by other groups. 

Mr. Courtney. Mr. Pearson, on further question and we will ad- 
dress ourselves to the detail. In last night’s Washington Daily News, 
May 11, there is an article which quoting the Deputy Secretary of 
Defense, Mr. Kyes, with a picture of him. The heading under his 
picture is “Buy commercial.” This is the quotation: “From now on, 
whenever it is possible, things bought by the Armed Forces from 
mouse traps to trucks, will be ordinary commercial products or simi- 
lartothem. ‘The era of wonderful gadgets is over. Main benefits of 
the policy are, it will save a lot of money. If a big war comes we can 
build up our forces quicker. We won't have to wait so long for indus- 
tries to install the fancy machinery necessary for turning out special 
military goods. It will help business. There won’t be so much time, 
men, and money wasted switching from civilian production to defense, 
and vice versa, every time Malenkov sneezes.” 

Now how do you say it fits in with that declaration of policy, if it is 
a declaration of policy by centering on a single source, a single manu- 
facturer for a commercial type tool for 5 years? 

Mr. Pearson. I don’t believe that the two subjects are even re- 
motely related one to the other. We are discussing here the advan- 
tages, the real advantages, of economy to accrue to the Government 
and the Army by the standardization on a piece of mechanical equip- 
ment. Mr. Kyes in this reference read against the backdrop of many 
conferences and discussions on the subject is speaking of quite a dif- 
ferent kind of a thing that we buy, things that we buy unnecessarily 
different from those things which are commercially available in quan- 
tities. 

Mr. Hess. That has been the practice, I take it, hasn’t it, of the 
armed services? They have always had to have their special specifi- 
cations on everything they bought, whether it was a garbage can or a 
truck or what it might be. 

Mr. Pearson. For the past 12 months, the Army has pioneered in 
the development of purchase through commercial channels of com- 
mercial things where applicable. We have a clearly defined policy, 
defined on September 4 of 1952 to that end. We have measured prog- 
ress in our accomplishment of that and are really quite proud of what 
has been done during that intervening 9 or so months in that field. 
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Mr. Courtney. What has been done to bring the Navy and the Air 
Force into this program so we will have a unified system; to acquaint 
them with the progress you have made; and to enable them to kee 
pace with you so we will have a unified system and savings in a 
departments. 

{r. Pearson. Our part in that was to sy an extensive briefing 
for Secretary Kyes, presented to him in the forum of the defense man- 
agement council. The defense management council comprises 4 men: 
the Under Secretaries of each of the three services and the Deputy 
Secretary of Defense, and it is the working-level coordinate policy- 
determining group in this as compared to the higher policy: Joint 
Secretaries’ conference, which moves in a step higher area. 

Mr. Kyes and the Under Secretaries of the other two services lis- 
tened carefully to a presentation originally designed to require an 
hour, but under their cross-examination and close questioning and as 
evidence of their interest, this meeting lasted as I recall it 2 hours and 
40 or 45 minutes. 

The Under Secretaries of the other two forces are by that way, as 
well as by a number of informal ways, fully informed as to what the 
Army is doing in these things. We have accomplished progress which 
we would under some circumstances that you would define take gen- 
uine pride in describing to you, as again in the direction of sound 
supply management. 

r. Netson. I would like to know when and why the Army first 
purchased the present model of the Le Roi compressor ? 

Mr. Pearson. I will have to ask that. 

Do you have a record which will show that? 

Mr. Hottanp. Yes, sir. The first contract was in June of 1951. The 
second was in January of 1952. 

Mr. Nevson. Now, Mr, Pearson, were those purchases made on the 
basis of competitive bidding or Army specification ¢ 

Mr. Pearson. I believe they were made on the basis of negotiated 
bids. But I will check that. 

Mr. Negotiated competitive bids. 

Mr. Pearson. On the basis of negotiated, as distinguished from ad- 
vertised competitive bids. 

Mr. Netson. Were those bids negotiated as to price or because of 
some Army specifications for the compressor ? 

Mr. Pearson. Both, both as to price and specifications. 

Mr. Netson. Were the specifications at that time such that some 
other compressor manufacturer could have met the specifications if 
he could have met the price? 

Mr. Pearson. I would answer “Yes,” although there are those 
in the room technically more qualified to speak to that point than 
Tam. 

Mr. Netson. Well, now, at the time that you made this decision to 
standardize on the Le Roi compressor, how many of those compressors 
did you have in your system, quantitatively ¢ 

Mr. Pearson. We have presently 1,000—we have this all worked out 
carefully in a formal presentation by statement, so that the data 
correlated and set out in proper sequence can be provided to you. 

We have 1,669 Le Roi compressors delivered from procurement. We 
have 685 Le Roi compressors now on order but not delivered. Not 
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including in that latter figure the 350 in the contract presently con- 
templated. 

Mr. Netson. Now, has the Army conducted extensive tests to de- 
termine that the Le Roi compressor is by far the most efficient and 
economical of any compressor ¢ 

Mr. Pearson. We have a series of tests which, to the satisfaction 
of the Corps of Engineers and to the satisfaction of a committee 
which we have to pass upon those things, do so indicate. 

I would like, though, in referring to those, to say that the satis- 
factory performance of the Le Roi compressor in the present con- 
sideration was an element of consideration, but not the element of sole 
consideration of the several elements that we had in mind when we 
made the choice we did, population of the compressor being—— 

Mr. Netson. By population you mean the number of compressors 
in the Army system ? 

Mr. Pearson. That is correct. 

Mr. Netson. Was the number of compressors in the Army system 
really the controlling factor in your decision ¢ 

Mr. Pearson. It was a dominant factor; yes, sir. 

Mr. Nesson. In other words, the Le Roi compressor is not so far 
superior that you make the decision on that alone ¢ 

Mr. Pearson. Not in any sense of the word, 

Mr. Netson. Now, Mr. Secretary, what is the advantage to the Army 
of the 5-year contract ¢ 

Mr. Pearson. To accomplish for that period of time a standardized 
product upon which supply plans for spare parts for that period 
of time at least can be based. 

Mr. Nexson. Well, is there any doubt in your mind but what the 
Le Roi Co. will go on manufacturing compressors for the Army 4 

Mr. Pearson. Well, they will if we buy them from them, of course. 

Mr. Netson. Even without a 5-year contract, if you have a policy of 
standardization such as this ¢ 

Mr. Pearson. Well 

Mr. Netson. Do they insist, in other words, on a 5-year contract 
which would shut out all other contractors / 

Mr. Pearson. This is an Army initiative. 

Mr. Nexson. I want to know the reason for it. What is the advan- 
tage to the Army / 

Mr. Pearson. I am not sure that I fully understand the question. 
You mean in contrast to—each time we wanted to buy compressors, just 
decide on Le Roi and going ahead on that basis ? 

Mr. Netson. Negotiating with Le Roi. 

Mr. Pearson. I believe that that would multiply the type of difli- 
culty which brings us to our present meeting, that this is a decision 
carefully reached once which would not need reexamination and re- 
examination and reexamination, each time a procurement became 
necessary during that time. 

Mr. Nerson. Well, am I to understand you to be saying that you 
don’t want to come up here every year and explain it over again; is that 
right ? 

Mr. Pearson. I will try again to answer that in a way more palat- 
able. The studies which preceded the choice of the Le Roi compressor 
and the decision to standardize on that compressor was long and time- 
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consuming, and so extensive that we were confident that our decision 
was right when we reached it. We have many hundreds of such items 
which should be covered if we are to accomplish business like supply 
management. 

To contemplate the reexamination of those in periods as frequent as 
subsequent procurement action may be necessary would impose some 
difficulties. 

Mr. Netson. Well, in other words, then, the only advantage to the 
Army is that you get this question settled once and then by a 5-year 
contract you prevent any reexamination for 5 years; is that correct ! 

Mr. Pearson. I am not skilled in the avoidance of the kind of a 
difficulty that comes from a brief answer to that kind of a question 
because it would carry implications which T would rather not convey. 

Mr. Netson. Well, I am not trying to ask any trick questions. That 
is the impression I got from your answer, that you want this settled 
now on the law and you want to enter into a 5-year contract and not 
reexamine it. 

Mr. Pearson. My sincere hope is that during my period of service in 
the Army we can, all of us, working patiently, honestly and sincerely, 
together find a solid and sound answer to this very perplexing problem 
of how to accomplish the advantages of stadia sfinitie without a too 
violent difficulty in the matter of public interest and the right of all 
manufacturers to unload problems upon us. 

Mr. Nevson. Iam sure we all want that, Mr. Pearson. 

Mr. Pearson. My efforts and thoughts have moved to that direc- 
tion for the span of time that I described earlier. 

We have to start somewhere. T said, as I sat down, that I don’t 
believe that we yet have the exact right, sound answer to this very 
perplexing thing. 

I do know with an absolute certainty and without the slightest 
question at all that the advantages we are seeking, the objectives we 
have in mind, are so sound that we all should try to go some way to 
find some answer by which we can accomplish those things. 

Mr. Netson. Lagree with you. 

Mr. Pearson. And I invited then and invite now, and will continue 
to do so, suggestions as to how those things can be accomplished. We 
should reduce the pipeline of engineer supplies by at least 75 percent. 

I don’t know whether any of you gentlemen have ever visited the 
Columbus General Depot or not. The engineering section of the 
Columbus General Depot is the worldwide base depot for spare parts 
for all things that the engineers deal in. 

There is the biggest inventory of merchandise that I have ever seen 
in my life. There is in that one place a quarter of a billion dollars of 
spare parts. That is the equivalent of the entire worldwide inventory 
of the company with which I spent my life, Montgomery-Ward & 
Co., and we thought that was a pretty good-sized inventory. 

That can be reduced from a quarter of a billion dollars to not more 
than $50 million, if we only determine to do it. 

Mr. Cunnineuam. Mr. Pearson, that is true, and that is a laudable 
thing. But the question I think before this committee is: Are you 
attempting to accomplish in a right manner by taking one manufac- 
turer’s product and making that the standard and prohibiting others 
from bidding on that standard? Let’s take shoes, for example. Sup- 
posing that the Army—— 
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Mr. Pearson. We are not talking shoes. 

Mr. Cunnincuam. All right. Let’s take shoes, though; supposing 
the Army would pick one brand of shoes and say “Now, that is going 
to be the standard brand. All of your others will have to conform to 
that and bid accordingly.” 

Are you not giving a great advantage to that one manufacturer of 
that brand of shoes? 

Mr. Pearson, If the Army should do such a thing as that 

Mr. Cunnincuam. That is just exactly what you are doing here. 

Mr. Pearson. You would be giving exactly that advantage. The 
Army, of course, doesn’t contemplate—this doesn’t extend, believe me, 
into the absurd difficulties of shoe or shoe laces or the nails that fasten 
the shoes. 

Mr. CunninGuaM. No, but are doing exactly that thing by picking 
out one manufacturer and using his as a standard. 

Mr. Pearson. Honestly, sincerely, we welcome advice if there is 
a better way to do this than we have decided here to do it. 

Mr. Netson. I would like to explore just one field, Mr. Pearson. 
You said in your testimony it would be far too expensive for the Army 
to tool up another plant and manufacture this same compressor. 

Mr. Pearson. If it is avoidable. 

Mr. Netson. Now, let us imagine the situation of all-out war. 

Mr. Pearson. Then we would tool up a number of them. 

Mr. Netson. How much of the demand for compressors could the 
present Le Roi plant meet? 

Mr. Pearson. The plant will not meet the full production require- 
ments of an all-out necessity of quick preparation for war. 

Mr. Netson. So that if you did standardize on the Le Roi com- 
pressor and all-out war came, you would have to go through the 
expense and delay incident to ates up another plant to manufacture 
the same compressor ? 

Mr. Pearson. Or using as an alternative the even more expensive 
alternative of using his own product in order to get quick delivery and 
duplicating our supply 

r. Nevson. So that in the event of all-out war, you would have to 
do just what you don’t want to do now ? 

Mr. Pearson. That is correct. This policy gains its greatest eco- 
nomic advantage if there should apply an extended period of half 
war, half peace, half preparation but not full fighting, conditions such 
as those we now confront. 

I am not guessing on how long that would continue. But to the 
extent that it does continue, the greatest economic advantage comes 
from the adoption of the type of a policy which we are describing here 
this morning. 

Mr. Netson. If we assume that all-out war did come, wouldn't it 
be more economical to have another plant ready to make these com- 
pressors than it would be to wait for the event and then buy other com- 
pressors or tool up a new plant? 

Mr. Pearson. As a policy matter, where there was an alternative 
readily available, I believe that the soundest choice would be to use 
a single product until that product wasn’t available and move to that 
second acastion product, or if it could be accomplished within the 


time of the need to tool up a second manufacturer to make the first 
product or a second and third to make the first product. 
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That is the most desirable. Time, however, is the factor, the quo- 
tient, that enters into it. 

Mr. Hess. Gentlemen, let me say this before I yield to you. We are 
anxious to hear from General Allen this morning and I understand 
Mr. Pearson will remain here to answer any questions after he has 
completed. There are a few questions. 

Mr. Harpy. It has been indicated that the first procurement of these 
engines was in June 1951. And it was also indicated that the first 
procurement was—I understand the word was used—on a negotiated 
competitive basis. 

Mr. Pearson. That is correct. 

Mr. Harpy. I didn’t quite understand what that meant. 

Mr. Pearson. The processes of buying are two—that is available to 
us—are two: One is the regular advertised competitive bidding. 

Mr. Harpy. I understand what that is. 

Mr. Pearson. And the second is called negotiated competitive 
bidding. 

Mr. Harpy. TI would like to stick to the competitive aspects of 
negotiated bidding. 

Mr. Pearson. Yes, sir. Under that plan of buying, a number of 
manufacturers are invited to submit proposals under which they 
might meet stated requirements. 

Mr. Harpy. Is that what happened in this case? 

Mr. Pearson. That is what 

Mr. Harpy. And they were all submitting proposals on specifica- 
tions which had been submitted to them by the Army? 

Mr. Pearson. Let me be certain. Is that absolutely correct ? 

Mr. Hortxanp. That is correct. 

Mr. Pearson. Precisely and absolutely correct ? 

Colonel Suute. Yes, we can name the manufacturers. 

Mr. Harpy. T would like to know how many manufacturers actually 
did submit proposals to supply the present 

Mr. Pearson, Competitive bid record shows a contract dated June 
30, 1951, for 651 compressors. The lowest bidder was the Le Roi Co., 
which bid $5,890 per unit. 

The next lowest was the Joy Manufacturing Co., which bid $6,659. 

Mr. Harpy. My only question is whether or not they were bidding 
on this same product. 

Mr. Pearson. They were bidding against the same stated require- 
ments. 

Mr. Harpy. That is the key to the point that I wanted to develop, 
is whether or not the prices submitted are on the same product and 
whether or not further negotiations after they submitted the price 
resulted in the final price which was the basis for the original 
procurement. 

I won't try to get the answer to that right now. 

Mr. Prarson. We would be glad to submit to you a true copy of the 
thing against which they all submitted their proposals. 

Mr. Harpy. Now the second question that I would like to ask: When 
was delivery made on the first order? The order was placed in 
June of 1951. 

Colonel Suutr. The final delivery on that first order was in Feb- 
ruary of 1953. 
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Mr. Harpy. It leads me to the very interesting question—I under- 
stood, Mr. Pearson, that one of the major considerations in standardiz- 
ing on this particular compressor was the population of those com- 
pressors, and I now learn that the final delivery on the original order 
was not made until just a few months ago. 

Mr. Pearson. Let’s not make the mistake of assuming that we are 
without support of our viewpoint in these things and save time. 

We carried out of World War IT a quantity, which I can’t state now 
precisely, but can learn quickly, of Le Roi compressors. 

Mr. Harpy. The same compressor as this? 

Colonel Suuts. No, sir. 

Mr. Prarson. Did we have any of this compressor before the first 
delivery of Le Roi, and when was the first delivery of Le Roi made? 

Colonel Suute. The first delivery under that first contract was 
made in June of 1952. It was a different compressor from what we 
used during World War IT. 

Mr. Harpy. Now you have made all of these extensive studies, you 
have based your determination on a population of these compressors, 
when the final deliveries on the original order of 651 were not accom- 
plished until February of this year, just a matter of 2 or 3 months 
ago. 

I have a little difficulty understanding the basis on which you have 
made such a finding now that here we have a perfect answer to this 
thing, an answer that will stand up for 5 years, and when we haven’t 
even received the final delivery on the original one until just 2 or 
3 months ago. 

Mr. Pearson. I have tried carefully not to submit the viewpoint 
that we have final and a perfect answer to this perplexing problem. 

Mr. Harpy. But how can you? You are standardizing now on a 
different type of compressor, from anything that you have heretofore 
used, and you based it partially on population. Since the final de- 
livery on the original order of 651 occurred only a few months ago, 
TI am assuming that you did not have many of this particular type of 
compressor on order at the time you decided to standardize on this 
item. 

Is that an accurate assumption # 

Mr. Pearson. I would have to acquire detailed information to an- 
swer that precisely. 

Mr. Harpy. Well, certainly, since the original order was not com- 
pleted until February of this year, you did not have a heavy popula- 
tion of this particular compressor, in use all over the world as you 
indicated in your earlier testimony. 

Mr. Pearson. May I submit a statement of exactly how many we 
had and where they were. 

Mr. Harpy. I would like very much to have that statement. 

Mr. Pearson. And to what use they were put. 

(See appendix for statement. ) 

Mr. Harpy. One other aspect of this particular subject : What is the 
estimated useful life of a compressor ¢ 

Mr. Pearson. I am informed that it is 5 years. I am not personally 
able to endorse the accuracy of that. 

Mr. Harpy. So that based on population, this compressor, as com- 
yared with other compressors, using population as one of your criteria, 
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a major criteria, I understood, for standardizing on this particular 
compressor, we must assume that most of the other compressors which 
were in use previously have now been discarded ? ; 

Mr. Pearson. There are two types of equipment carried out of 
World War II. One was those types used during World War II, and 
having a partial life remaining and others, great quantities of many 
things, of those which had not been used during World War II, many 
of which still lie today in their original crates because of the carryover 
of things. 

Mr. Harpy. But you didn’t have any of these in World War IT? 

Mr. Pearson. I am informed we had none of this precise model. 
We used Le Roi compressors in World War II. That I can state of 
personal knowledge. 

Mr. Harpy. That is all right. I am talking about this particular 
type of compressor, because this is a pretty wide departure. And I 
might make another departure, and I would like to be corrected if it is 
erroneous, that the other type of Le Roi compressor which you used 
Was a compressor that is used commercially. Can anybody answer 
that 

Colonel Suure. That is correct. 

Mr. Harpy. That is correct. And now you have standardized on a 
»roduct that nobody else has ever used or wants to use, so far as we 
snow. 

Mr. Pearson. I am submitting, in the things I have said this morn- 
ing, as the best judgment of a number of very earnest men who have 
studied this problem and an earnest solicitation for advice if there is 
a better way of doing this thing than we have chosen to do. 

Mr. Harpy. Mr. Pearson, I don’t question that for a second. The 
one thing that bothers me about all of this supporting information 
which you provided us in your testimony thus far seems to me to be 
based on a compressor which is not the compressor which you have 
now decided to standardize on and it may have been totally without 
your knowledge. 

Mr. Pearson. I have offered to make available to you, promptly, an 
exact inventory during each of the stages of consideration of this prob- 
lem of the Le Roi compressors, of this identical type in use, from which 
you can base your judgment on that point. 

Mr. Harpy. What type of engine is used on a Le Roi compressor ? 

Mr. New. It uses the Le Roi engine. 

Mr. Harpy. The Le Rei engine. What is the major item of replace- 
ment on maintenance on these compressors? Is it the engine or the 
compressor ¢ 

Mr. New. Both have high mortality, fast-wearing parts and it would 
be difficult to state what percentage maintenance goes toward the en- 
gine and what percentage goes toward the compressor. 

Mr. Harpy. I don’t see why that would be particularly difficult. It 
might require some scrutiny of procurement records, but certainly that 
would be, or should be rather quickly available information as to 
whether you required more replacement parts and more maintenance 
to the engine than you do to the compressor. 

Mr. New. May I point out that in this particular unit that is under 
discussion, the engine and the compressor are an integral unit. 
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Mr. Harpy. But you can put a new engine on without having to 
throw the whole thing away, can’t you? 

Mr. New. No; this runs on a common crankshaft. One bank of 
cylinders furnishes the power. 

Mr. Harpy. So if your engine goes bad, you have to get a whole new 
unit 

Mr. New. No; you do not. But it has a common crankshaft for 
both the compressor pistons and the engine pistons. You can replace 
components as you can do with any V-8 engine, for that matter. 

Mr. Harpy. Well, but that is not quite the point that I am trying to 
get to. Your engine has a great many more parts that could give 
trouble and require replacement than your compressor does; is that 
right or isn’t it? 

Mr. New. It has more; I am sure of that. 

Mr. Harpy. You have your carburetor and your fuel system and 
your ignition system, and that type of thing, which is not required on 
the compressor. 

Mr. New. That is right. 

Mr. Harpy. To the extent, then, that the engine itself has more 
parts, more operating parts than the compressor does, then more 
maintenance would be required with respect to the engine than with 
respect to the compressor; is that correct 

Mr. New. I would say yes. 

Mr. Harpy. Now, on what other equipment in the Army is the Le 
Roi engine used ¢ 

Mr. New. It is used on rock-crushing equipment, asphalt equip- 
ment, distributors, snowplows, rotary snowplows. That is all I can 
think of at the moment. 

Mr. Harpy. Then those items are relatively not as numerous as a 
lot of other items that the Army uses with engine equipment on it? 
The whole point that I am trying to get at, Mr. Pearson, is simply this: 

That if you standardize on a piece of equipment that is using an 
engine that is more or less universal throughout the Army on various 
and sundry other equipment, at least insofar as the engine replace- 
ments parts are concerned, it would be interchangeable. 

Mr. Pearson. That is a part of the consideration and the problem 
we are addressing ourselves to and trying to accomplish the full ad- 
vantage of standardization. There is horizontal and vertical stand- 
ardization. The one you described we refer to in our discussions as 
vertical, that is, multiple-purpose type of standard component. The 
other we refer to as horizontal, where we cover a need by a specific 
piece of equipment. 

Mr. Bares. Mr. Pearson, I handled spare parts during the last war. 
so I know what your problems are, not only from the question of try- 
ing to save some dollars, but from the question of having the right 
thing available when you want it. It seems you always had available 
everything but what you actually needed. 

There are two things involved. One is standardization, and the 
second is the geographical distribution of what you might have. If 
you had two contractors, for example, you could send one portion one 

lace and another portion to some place else. That may be some 
interim solution, as far as the geographical distribution. 
36332—53—pt. 1—4 


24 PROPOSED STANDARDIZATION OF 210 CFM COMPRESSORS 


Mr. Pearson. Yes. 

Mr. Bares. On this specific thing, I would like to ask certain ques- 
tions. Is it true that this Le Roi compressor won't start in real cold 
weather 

Mr. Pearson. I have never operated a Le Roi compressor. I would 
like to ask someone here. 

Honestly, Mr. Chairman, most of these things we have discussed in 
this rather irregular way. They are covered by formal statements 
presented by those qualified specifically to discuss those points: The 
lawyer the law, the engineer the engineering, and so forth. Which 
leaves me in the embarrassing situation of having to refer—— 

Mr. Bares. I will withdraw my questions. But I would like to con- 
gratulate Mr. Pearson for doing something about this. We have been 
sitting on this problem for so long. 

Mr. Prarson. Yes, sir. 

Mr. Bares. Costing the taxpayers so much and making such a tre- 
mendous operational problem in the services. People in the services 
have been absurd, in my opinion, to let it go so long. 

Mr. Pearson. We must have courage to do something about this 
problem. If we walk away from this one because of its difficulty of 
solution, we will walk away—and this is my honest and sincere judg- 
ment—from the greatest opportunity to accomplish businesslike, sound 
merchandising methods in our entire supply system. 

Mr. Hess. Mr. Pearson, 1 believe every member of this committee 
will agree with you on that statement. But as I said before, we must 
always bear in mind that if we are going to standardize, we have vari- 
ons branches of the service and we should have that standardization 
vo all the way through the service, not have the Army standardize on 
one item, the Navy standardize on another, and the Air Force stand- 
ardize on something else. 

Mr. Pearson. I think that could be debated from a businessman’s 
viewpoint, just as it was now said that we might standardize on one 
manufacturer for our European forces and one for our Far East 
forces. 

I think it is perfectly equally sound to standardize in the Army, 
which doesn’t cross service on one, in the Navy, whose needs are some 
difference from ours, where weight isn’t a big problem on another, 
and so forth. 

But it would be fruitless to do it because it is an abstract discussion 
rather than a complete one. 

Mr. Netson. Mr. Chairman, I would like to thank the Secretary 
for his frankness and his responsiveness in answering the question. 

Mr. Pearson. Thank you. 

Mr. Courtney. Mr. Chairman, the Department has presented 
Colonel Hickey, who is here present, and he has a prepared memo- 
randum discussing the legal basis for this proposed procurement. 

It seems entirely consistant with the views of the committee on 
that general subject and it is hardly necessary to review it at this 
time. 

I would suggest it be made an exhibit in this testimony. 

Mr. Hess. It will be made a part of the record. 
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(The information referred to is as follows: ) 
STATEMENT OF Cot, ALBERT N. Hickey, JUpGE ADVOCATE GENERAL’S OFFICE 


THE LEGAL BASIS FOR THE STANDARDIZATION PROGRAM OF THE DEPARTMENT OF 
THE ARMY 


1. My purpose is to discuss the legal basis of the standardization program of 
the Department of the Army under statutes enacted by Congress. This state- 
ment is concerned solely with the statutes and regulations involved and not 
with the desirability or necessity of the standardization program or upon the 
merits of any particular instance of standardization. 

Standardization in procurement by the military departments is authorized by 
two statutes. Public Law 436, 82d Congress (66 Stat. 318; 5 U. S. C. 173), 
authorizes the Director of the Defense Supply Management Agency to stand- 
aurdize the design of items used by two or more military departments; for the 
purposes of this discussion this may be termed “design” standardization. Public 
Law 413, 80th Congress (62 Stat. 21; 41 U. S. C. 151), authorizes each of the 
military Secretaries to negotiate contracts for items of technical equipment 
When necessary in the public interest; this authority permits the military 
departments to standardize on the product of a single supplier of technical 
equipment in order to insure complete interchangeability of parts and, for 
the purposes of this discussion, may be termed “single supplier” standardization. 
Thus, design standardization results in a single specification for use in all 
procurements of a particular item, while single-supplier standardization involves 
the designation of one manufacturer or assembler from whom future require- 
ments for the particular item of technical equipment will be obtained during a 
specified period. 

2. Design standardization under Publie Law 436. 

A. Public Law 436 establishes the Defense Supply Management Agency as 
the agency of the Department of Defense responsible for design standardization. 
Section 4 (b) of the statute provides: 

“(b) In supply standardization, it shall be the duty of the Agency to achieve 
the highest practicable degree possible in the standardization of items used 
throughout the Department of Defense, through the development and use of 
single specifications, in the elimination of overlapping and duplicating item 
specifications, and in the reduction of the number of sizes, kinds, or types of 
generally similar items.” 

Section 5 of Public Law 456 assigns the following duties to the Director of the 
Agency with respect to design standardization : 

(1) to establish, develop, and maintain the standardization program estab- 
lished by the act; 

(2) to provide for, direct, review and approve all item names, item deserip- 
tions, and description patterns, and the screening, consolidation, classifica- 
tion, and numbering of item descriptions ; 

(3) to review, amend, revise, promulgate, and establish within the Depart- 
ment of Defense military specifications, standards, and qualified product 
lists and resolve differences between military departments, bureaus, ‘and 
services with respect to the same; 

(4) to make final decisions in all matters concerned with the standardiza- 
tion authority established in this act, subject to review and modification by 
the Secretary of Defense. 

Section 10 of the act requires the Director of the Agency to transmit to the 
Committees on Armed Services of the Senate and House of Representatives peri- 
odie progress reports on standardization within the military departments. The 
reports contain the following information: 

“(a) The number of separate specifications which have been consolidated 
into single specifications for the use of all of the military department, bureaus, 
and services ; 

“(b) The reduction achieved in the number of sizes, kinds, or types of generally 
similar items: 

“(c) Duplications eliminated in services, space, and facilities; and 

“(d) Such other information as the Director considers will best inform the 
Congress of the progress of the standardization program herein established.” 
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B. In enacting this legislation it would appear that it was the intent of Con- 
gress to create a system of design standardization of common items, thus avoid- 
ing duplication and waste. House of Representatives Report No. 1994, 82d 
Congress, 2d session, (the 16th Intermediate Report of the Committee on Expen- 
ditures in the Executive Departments), states at page 20: 

“There are three major areas where substantial standardization must be ac- 
complished before responsiveness to unified command, with its concommitants 
of flexibility, effectiveness, and economy, can be realized. They are: 

“1. Standardization of the numbering and nomenclature used in identifying 
and handling each item (cataloging). 

“2. Standardization of the design of items used by two or more military depart- 
ments (item standardization ). 

“3. Standardization of the physical handling and paperwork procedures 
whereby all items, common and technical, are processed through the pipeline 
from producer to ultimate consumer.” 

The report goes on to state that— 

“Standardization of the design of items used by the military forces reduces 
the number of items procured, stored, and issued; reduces the overall stock of 
each item by permitting greater flexibility in drawing upon stocks of all services ; 
and allows a using service or activity more readily to absorb the excesses gener- 
ated by another, thus cutting procurement requirements and at the same time 
reducing surplus disposals. The process of design standardization is greatly 
facilitated by complete identification through cataloging.” 

On page 73 of the hearings on Public Law 436 before a subcommittee of the 
Senate Committee on Armed Services, 82d Congress, 2d session, Mr. Larson, 
Administrator of the General Services Administration, defined standardization 
as “the elimination of all duplication of items for the same use.” 

C. Under the authority granted by Public Law 436 the Department of Defense 
and the military departments have issued regulations and instructions designed 
to accomplish the purpose of the statute. Pursuant to these regulations the 
highest practicable degree of standarization of items is to be achieved through 
the formulation and use of single specifications, and the elimination of over- 
lapping and duplicating item specifications. In addition, the number of sizes, 
kinds, and types of generally similar items are to be reduced. Commercial speci- 
fications, if practical and economical, are to be adopted and integrated in the 
military specifications and standards system. The fundamental objective of 
design standardization is stated to be to achieve the greatest practical degree of 
uniformity in items stocked and used by the military departments. The final 
objective set forth in the regulations is to attain the highest practical degree of 
stundardization in those processes essential to the manufacture of items. 

8. Public Law 413. 

A. Section 2¢ of Public Law 413 provides, in part: 

“All purchases and contracts for supplies and services shall be made by ad- 
vertising, as provided in section 3, except that such purchases and contracts may 
be negotiated by the agency head without advertising if— 


* * * * * * * 


“(13) for equipment which the agency head determines to be technical equip- 
ment, and as to which he determines that the procurement thereof without ad- 
vertising is necessary in order to assure standardization of equipment and in- 
terchangeability of parts and that such standardization and interchangeability 
is necessary in the public interest ;” 

B. Enactment of the above section of Public Law 413 was intended by Con- 
gress to permit the military departments to standardize on one make of an 
item of technical equipment. This purpose appears to be clearly established 
in the following extract from the report on this statute by the Committee on 
Armed Services of the House of Representatives (H. Rept. No. 109, 80th Cong., 
1st sess., pp. 10, 11): 

“Both the Army and the Navy are confronted with a serious logistic problem 
resulting from their increasing use of mechanized equipment and the growing 
diversity of products capable of performing similar operations. For example, in 
1938 the Navy stocked 250,000 items, its stocks are now estimated at some 5 mil- 
lion items. To illustrate in another way, the War Department has found that 
there are four different makes of tractor which could meet particular require- 
ments. With procurement limited to 1 make, only 609 spare-parts items will have 
to be stocked, with 3 makes, the necessary spare parts would rise to 2,416 items, 
and with 4 the number would become still greater. 
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“In order to meet this serious problem, methods must be found to reduce the 
number of spare parts that must be carried in stock. One method is to reduce 
the various types, models, and makes of the same equipment by selecting or 
standardizing on one or a limited number of types, models, or makes. Thus, in 
the case of the tractor illustration it may be desirable to standardize on one 
make, This method is only possible if authority is granted to negotiate subse- 
quent contracts with, the suppliers whose equipment has been so selected. 

“In addition, recollections of Bataan and Guadalcanal emphasize another 
need for standardization of equipment. Whenever, under combat conditions, an 
isolated group of men seeks to maintain mechanized equipment in working con- 
dition despite a lack of repair parts, the ability to ‘cannibalize’ machines can be 
a matter of life or death. Cannibalizing, however, is impossible unless the 
available machines are standardized—that is, of the same make—and their 
parts interchangeable. 

“The need for standardization is also found in the fact that the parts of certain 
highly complicated equipment are fully interchangeable only if manufactured 
by the same supplier. This situation exists in the case of certain equipment even 
though the same specifications, drawings, and manufacturing techniques are em- 
ployed. A notable example of this occurred in the case of an airplane engine 
manufactured for the Navy Department during the war. Two companies pro- 
duced the same engine from identical blueprints; both engines performed prop- 
erly ; but the parts were not fully interchangeable. In equipment of this nature 
it is absolutely essential that all parts be capable of incorporation in the same 
equipment, Particularly in combat operations the luxury of duplicate sets of 
parts for similar equipment cannot be tolerated. 

“Standardization of equipment or limiting the types, models, or makes of 
equipment also has an important value in the training of personnel in their use 
and maintenance. It is obvious that by these means training may be accelerated. 

“Granting this authority will not vest in the services the power to select arbi- 
trarily the equipment of certain suppliers. Initial procurements of equipment 
and spare parts which will ultimately be standardized will be made by adver- 
tising, competitive bidding, and award to the lowest responsible bidder. Once 
such equipment has been standardized for general use, however, subsequent pro- 
curements of spare parts and replacement items may be made under this sub- 
section by negotiation, so as to secure the benefits of limited spare parts, limited 
training and maintenance problems, and close pricing in the light of quantity 
purchasing. 

* * * * * * * 


“The great military importance of standardization, and the considerable sav- 
ings it permits, make it important that the services be able to standardize on 
major end products. In order that these end products and their parts may be 
purchased at reasonable prices, the services have an urgent need for the right 
to negotiate purchases of standardized items from either the manufacturers or 
the assemblers.” 

C. The authority conferred by Public Law 413 is exercised according to regu- 
lations published by the Department of Defense and the Department of the 
Army. Under these regulations no single supplier standardization action may 
be taken without prior approval of the Secretary of the Army who must deter- 
mine that the required supplies are technical equipment, that negotiation is 
necessary to assure standardization and interchangeability of parts, and that 
such standardization and interchangeability are necessary in the public interest. 
These regulations provide that negotiation under this authority will be limited 
to purchases of items of technical equipment which must be taken into the field 
with troops and will not be applied to items of commercial equipment used 
exclusively in installations in the United States. The period of standardization 
may be for a limited period of years only, which period will be generally in ratio 
to the life of the standardized article. Furthermore, this authority may be 
used only when there is a current procurement requirement for the item and 
when the existing stock of identical equipment, components and spare parts is of 
sufficient value to accomplish substantial savings by interchangeability of parts. 
Finally, these regulations require that the initial procurement of all equipment 
ultimately intended for standardization will be by formal advertising and com- 
petitive bidding and that the price developed as a result of such advertised 
procurement will be used after standardization of the item as a basis for negoti- 
ating subsequent contracts with the successful bidder. 
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D. During the present national emergency, the single supplier standardization 
program can also be carried out under the authority of section 2c (1) of Public 
Law 413. This section of the statute permits the negotiation of contracts with- 
out advertising during a national emergency proclaimed by the President when 
the Secretary of a military department determines such negotiation to be in 
the public interest. However, even though this negotiation authority be used, 
the standardization procedure prescribed by the previously mentioned regula- 
tions is to be followed unless the Secretary or the Assistant Chief of Staff, G-4, 
approves a departure therefrom. 

4. From the foregoing it will be seen that both design standardization under 
Public Law 436, and single supplier standardization under Public Law 415, 
contribute to the congressional purpose of eliminating waste and duplication 
in the procurement of supplies. Under design standardization authority, the 
Director of the Defense Supply Management Agency may publish for any item 
of supply a single specification applicable to all procurements of that item by 
any of the military departments. This procedure insures that various purchases 
of supplies for the same purpose will produce supplies of like performance 
characteristics and that such supplies will be interchangeable within and among 
the departments. However, as indicated in the excerpt from House Report 
No. 109, which I previously quoted, design standardization does not insure inter- 
changeability of parts among items of supply. Single supplier standardization 
under Public Law 413, which is applicable only to technical equipment, does 
insure interchangeability of parts by the selection of one supplier to fill all re- 
quirements of a military department during a specified period for a given item 
of equipment. 

A review of the language of these two statutes and a study of the congressional 
hearings, reports and debates which preceded passage of these statutes indicates 
that the two statutes were considered to supplement each other. There is no 
— that either of the statutes was intended to modify or restrict the 
other. 

In summary, then, the military standardization program is based on the 
statutory authority contained in Public Law 436 and Public Law 413. Publie 
Law 436 authorizes design standardization by which procurement under uniform 
specifications is achieved and the purchase of several different items for the same 
purpose is avoided. Public Law 413 authorizes single supplier standardization 
by which procurement from a single manufacturer or assembler and conse- 
quent interchangeability of parts are achieved. The two statutes complement 
each other and provide the method by which a completely realistic and workable 
program of standardization can be achieved. 

The air compressor standardization under consideration comes under the pro- 
visions of Public Law 413. 


Mr. Pearson. There is contained in this statement some references 
to both the operational and the legislative history of the be which 
we tried to consider as we proceded in our analysis of this problem. 

There may be, then, some portions of that statement, if not the legal 
dryness, which would be advantageous for Colonel Hickey to present 
verbally, as well as for the record. 

Mr. Hess. All right. We can do that at any time during these 
hearings, if a matter comes up, for the colonel to then give us the 
legal aspects of it. 

Mr. Courrney. The next is Brig. Gen. Wayne C. Allen, Assistant 
Chief of Procurement. 

General ALLEN. Gentlemen, as Mr. Pearson stated to you, I am the 
Deputy Chief of the Procurement Division of the Office of the Assist- 
ant Chief of Staff, G-4, G-4 being that part of our Army which has to 
do with the supply, including the procurement function. 

I appreciate this opportunity to explain a few of the elements of 
the supply and procurement aspects of this very difficult problem of 
standardization. 

Col. W. C. Baker, of the Office of the Chief of Engineers, who has 
just recently returned from the Korean front, will follow me to cover 
the technical aspects, as well as his own experiences in Korea. 
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I am going to confine myself to the procurement and supply aspects 
of this, outlining the policies which have been established through the 
years and make certain comments with regard to the reasons behind 
the regulation which had been approved by the Secretary of the 
Army. 

Briefly, this problem of attempting to adopt some rational method 
of standardizing was started on the 12th of October 1948, when the 
Department of the Army issued a memorandum establishing an 
advisory committee on procurement without advertising of technical 
equipment and components. 

The purpose of the committee is to advise the procurement secretary 
of the Army concerning the proposed procurement under the section 
which has been quoted to you this morning, of Public Law 413, which 
law authorizes the negotiation as was outlined by counsel. 

Membership on this committee includes representation from the 
G-4, including the procurement division of which I am the deputy 
chief, as outlined, and I act as the chairman of the committee. There 
is one officer from the Supply Division who is to assure consideration 
of current inventories of similar types of equipment and the effects of 
standardization upon maintenance parts and distribution. 

There is an officer from the Research and Development Division to 
assure thorough consideration of the impact of standardization upon 
quality of material and the status of development projects. 

A representative is also supplied by the office of the assistant chief 
of staff, G—3; that is, our operations officer, in order to assure thorough 
consideration of the current and pending authorizations for such 
equipment in tables of organization and equipment, as well as the 
impact of standardization upon the operations of the Army. 

Finally, representation is furnished by the office of the chief of the 
Army field forces, the old brown forces as you would think of them, 
to assure that adequate consideration is given to the effect of stand- 
ardization upon the training of personnel and the field operations 
where such equipment is employed. 

Mr. Courrney. I take it, General, that the functionaries you have 
enumerated constitute the committee that arrive at this decision. What 
investigation or what study was made of the industry itself, the com- 
mercial sources, the producing sources in private enterprise, as to the 
impact upon them of this proposed standardization, or as to their abil- 
ity to comply with it? 

General ALLEN. Well, a complete analysis was made of the indus- 
tries involved. In this field the requirements for the Army are rela- 
tively fractional. I don’t have with me today the fraction of the popu- 
lation or the future population of a compresser of this size for the 
Army as against that required by our Nation’s industries and contrac- 
tors as a whole. 

I have that, however, and will furnish that to the committee so that 
you will be armed with and have knowledge of that impact, which is 
very, very fractional. 

I might say here it is probably, as I recall it, less than 1% percent. 

Mr. Harpy. Mr. Chairman, if I might make an observation on that 
point; then the total volume must be tremendous, if you can tell any- 
thing by the procurement which has thus far been made of this par- 
ticular engine. 
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According to my arithmetic, in a period of less than 2 years, it 
amounted to over $15 million. 

General Auten. Well, that population figure we will furnish to 
your committee. 

Mr. Courrney. General, then the answer to the question that was 
addressed to you is that this standardization requirement and all the 
specifications that go with it was generated wholly within the Army 
and by the committee to which you have just referred, and no consid- 
eration or no consultation was had with the industry from which the 
article might be procured, as to how it fit in with their tooling, their 
technical ability to produce this kind of an article, and whether or 
not it would require peculiar machinery, whether or not it would be 
greater or more costly than the commercial production of the same 
type and kind which would meet a requirement of 210 cubic feet per 
minute at the compressor end. 

General ALLEN. That information was available to the committee 
and given to us by the technical service, the Corps of Engineers, Col- 
onel Baker, undoubtedly having the back-up information. 

Mr. Courrney. Then he is to answer that question; is that correct ? 

General ALLEN. Yes, sir, on the technical end. 

From the practical end, again, I would repeat what Mr. Pearson 
has stated to you before, that the production of any one company, 
of any one model, is peculiar to the machine tools and production 
equipment of that company, and were you to have a second source of 
the identical item, it would require, then, the drawings, the extensive 
tooling, and the very large numbers of inspection personnel to make 
certain that these fine tolerances are realized. 

I think we all have the knowledge of that, and Mr. Pearson has 
made that statement to you previously. 

I would like to introduce into the record the copy of our regula- 
tion, which covers the operations of this committee. I will read to 
you so you will have in your mind the various conditions under which 
this committee works, and make my own comments from a procure- 
ment and supply officer’s point of view. 

(The information referred to is as follows :) 


*AR 15-440 
ARMY Oana DEPARTMENT OF THE ARMY 
No. 15-440 WasuHineaton 25, D. C., 3 December 1951 


BOARDS, COMMISSIONS, AND COMMITTEES 


ADVISORY COMMITTEE ON PROCUREMENT WITHOUT ADVERTISING 
OF TECHNICAL EQUIPMENT AND COMPONENTS 


Paragraph 


Composition 

1, Establishment.—By direction of the Under Secretary of the Army, a com- 
mittee is established for advising him concerning procurement without adver- 
tising of technical equipment and component parts to assure standardization 
of equipment and interchangeability of parts under Armed Services Procure- 
ment Regulation 3-201 and 3-213. See section 2 (c) 1 and (18), act 19 February 
1948 (62 Stat. 21; 41 U. 8S. C. 151.) 


*These regulations supersede AR 15-440, 13 December 1950. 
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2. Function—a. The committee will make recommendations to the Under 
Secretary of the Army on items forwarded to it for apporval to purchase without 
advertising technical equipment and component parts to assure standardization 
and interchangeability of parts. 

b. In addition to such further policies as he may prescribe from time to time, 
the Under Secretary of the Army has directed compliance with the following: 

(1) Standardization efforts will be confined to items of technical equipment 
which must be taken into the field with troops and will not be applied 
to items of commercial equipment used exclusively in installations in 
the continental United States. 

(2) Standardization of an item of commercial equipment will be recom- 
mended for a limited period of years only, which period, in general, 
will be in ratio to the life of the article. This period will allow progress 
in the science and new competitive tests at stated periods. In proper 
cases, renewal or continuation of authority to standardize may be ree- 
ommended upon application of the interested technical service. 

(3) Requests for authority to procure under these regulations will not be 
acted upon favorably without consideration by all echelons of the im- 
pact of the proposed standardization action upon mobilization require- 
ments. 

(4) This authority will not be used for initial procurement of commercial- 
type items. However, authority granted under these regulations for a 
stated period shall be deemed to extend to the purchase of later types 
and models of the same item during such stated period. 

(5) The stock on hand of identical equipment, components, and spare parts 
is of sufficient value to accomplish substantial savings to the Govern- 
ment by interchangeability of parts with the new equipment which it is 
proposed to standardize and procure. 

(6) There must be a current procurement requirement for the item. 

(7) For the purposes of these regulations only, “standardization” is that 
uniformity considered necessary to accomplish maximum interchange- 
ability of parts, and is not mere standardization of performance as 
usually established by specifications prepared under SK 715—50-1. 

ec. The committee shall publish such procedures and requirements, not incon- 
sistent with the policies of the Under Secretary of the Army as set forth in 
these regulations or announced from time to time, as may be deemed desirable 
to perform the functions of the committee, and to assure that this authority 
is not used for the purpose of arbitrary selection of contractors or unlawful res- 
triction of competition. 

3. Composition.—a, Members will be appointed by the Under Secretary of the 
Army upon nomination by the following: 

(1) Assistant Chief of Staff, G-4, Department of the Army—three members. 

(2) Assistant Chief of Staff, G-3, Department of the Army—one member. 

(3) Chief, Army Field Forces—one member. 

b. The senior member will be chairman of the committee. 

ec. Procurement Division, G—4, will provide a permanent recorder for the com- 
mittee. 

4. Address.—All communications to the committee will be addressed as fol- 
lows: Assistant Chief of Staff, G-4, Department of the Army, Washington 25, 
D. C., ATTN: Recorder, Advisory Committee on Procurement Without Adver- 
tising of Technical Equipment and Components. 

[AG 334 (21 Nov 51) ] 


By ORDER OF THE SECRETARY OF THE ARMY: 


OFFICIAL : 
WM. E. BERGIN J. LAWTON COLLINS 
Major General, USA Chief of Staff, United States Army 


The Adjutant General 
DISTRIBUTION; C 


General ALLEN. The first point which was prescribed by the Sec- 
retary of the Army was “Standardization efforts will be confined to 
items of technical equipment which must be taken into the field with 
troops and will not be applied to items of commercial equipment used 
exclusively in installations in the continental United States.” 
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We consider that one of the most vital of the decisions of the Sec- 
retary of the Army covering this very difficult problem. 

My comment on this is that from the initial passage of the act which 
authorized this and the memorandum of 1948, to which I have referred, 
it has been the policy of the Department of the Army that the author- 
ity to standardize is so important that no abuse should be permitted. 

The opinion of Mr. Royall, who was the first prime mover of this 
particular matter, Mr. Gordon Gray, and each succeeding Secretary, 
and in my opinion as well, the ne litition of this authority to items 
used exclusively in the United States were commercial maintenance 
facilities are available and commercial parts distribution systems 
are in being would be unjustifiable, even though it is conceivable 
that certain economies would result from standardization in such cases. 

We have favorably considered for standardization only those items 
which will be utilized overseas and maintenance for which is there- 
fore dependent upon military supply lines. 

Further, it is felt that that equipment to be standardized should 
be used in such a manner as to have an effect upon the efficiency of 
operations in the field and accordingly some influence upon tactical 
operations of the Army. Thus, not only must economies result from 
the businesslike considerations of standardization, but also it is 
deemed essential that the operating efficiency of overseas troop units 
must be improved. 

The second of the rules provided that standardization of an item 
of commercial equipment will be recommended for a limited period 
of years only, which period, in general, will be in ratio to the life of 
the article. This period will allow progress in the science and new 
competitive tests at stated periods. In proper cases, renewal or con- 
tinuation of authority to standardize may be recommended upon ap- 
plication of the interested technical service. 

And my comment is this: It is apparent that standardization is in 
conflict with the introduction of more advanced designs during the 
period of standardization. On the one hand, it is apparent that if 
a new article of equipment is introduced into the supply system with 
each new design improvement, standardization would be impossible. 
You would have these many multiple supply of your replenishment 
end maintenance spare parts in your supply system, emphasis on 
which was placed by Mr. Pearson. 

On the other hand, we do not want to prevent the Army from taking 
advantage of improvements and advances resulting from research and 
development. Tacaedinate. the period of standardization is con- 
sidered separately for each case, but is generally limited to a period 
of not to exceed 5 years, this being generally a period during which 
development and production of an important improved design can 
be introduced and produced. 

Now, I would just like to add one other word, that is not in my 
mimeographed record here, and that is while the standardization is 
affected by the approval of the Secretary, it did not necessarily mean 
that the contract would be for that period. The contract might be 
for the current production, with an option for the second year, details 
of which with regard to the safeguarding on price I will come to later. 

The third of the rules which had been established by the ese te 
Requests for authority to procure under these regulations will not be 
acted upon favorably without consideration by all echelons of the 
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impact of the proposed standardization action upon mobilization 
requirements. 

Standardization, of course, could be self-defeating in war when the 
benefits of standardization are most important if the equipment 
standardized upon could not be produced in sufficient quantity to meet 
requirements, thereby forcing the Army to buy any and all makes 
and models available on the market. This occurred during World 
War II in some instances due to the lack of mobilization planning, 
unforeseen requirements, and so forth, and lack of time to tool fac- 
tories to produce a single model of equipment with interchangeable 
parts. Accordingly, equipment is not standardized unless produc- 
tion capacity is adequate to meet planned mobilization requirements 
or mobilization planning has been undertaken to assure the required 
production capacity. 

In this case, if there is no sufficient mobilization capacity, we require, 
emphasizing what Mr. Pearson has told you, that the company which 
is selected gives the license to the Army without cost for the license 
so the Army may engage into a contract and tool another source of 
supply. An alternative source to that is to approve more than one 
source, and in some of our cases of standardization which have gone 
to our Secretary we have recommended more than one model. In 
other words, we have recommended 2 manufacturers of 2 models, with 
the idea that 1 would be used in the European theater and at the 
present time, and 1 used in the Far East theater, if by our analysis of 
the mobilization requirements that is something that should be done. 

Rule No. 4: This authority will not be used for initial procurement 
of commercial type items. However, authority granted under these 
regulations for a stated period shall be deemed to extend to the pur- 
chase of later types and models of the same item during such stated 
period. 

My comment: We do not like to choose the equipment produced by 
the “X” company and then standardize upon it for procurement. 
Rather, we prefer standardization to be recommended by the chiefs 
of the various technical services, after equipment has been procured 
as the result of a formal bid. It is believed that this policy is con- 
sonant with the congressional intent in granting the authority to 
standardize to the military departments. And so notwithstanding 
the current authority to negotiate all procurement under the provi- 
sions as outlined before, the Department of the Army still maintains 
so far as practicable the procedures for review and approval of 
standardization actions which were established before the declara- 
tion of the emergency. 

I think I might just enlarge a little bit more on that, and that is 
under the present legal authorities all procurement could be by nego- 
tiation and such a method is largely followed by the other military 
departments. 

The Department of the Army has placed a strict regulation upon 
all of our technical services that there will be no procurement of_a 
commercial type item without the formal advertised method. In 
other words, the procurement which you questioned, Mr. Congressman, 
a while ago, that is, the June 1951 procurement, is no longer permis- 
sible at this time. 

Mr. Courtney. By regulations? 
General Auten. By regulation. 
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Mr. Courtney. But you construe that act to permit all of your pro- 
curement by negotiation if you saw fit to do it? 

General ALLEN. Under Public Law 413, there is granted to each 
Secretary the power to negotiate in time of an emergency. We have 
restricted that in the Department of the Army to cover only the 
combat items. 

Mr. Courtney. Mr. Chairman, that is not my conception of the 
congressional intent involved in that statute, and it is very interesting 
to find that the general and the Army are interpreting the statute in 
that manner. 

General ALLEN. Well to this extent, sir, and that is any previous 
interpretation by which we negotiated for any commercial-type item 
was rescinded in order to follow fully what we believe to be the intent 
of the Congress. 

Mr. Courtney. Well, have you had a change in opinion as to what 
the intent of Congress was just recently, General ? 

General Aten. No, sir. This rule has been in effect since—for 
some year and a half restricting procurement in any of this field to 
strict formal advertising. 

Mr. Courtney. Well, Tet us refer, if we may, while we are on this 
subject, to the section to which you addressed yourself, as to the 
authority to procure all commercial items by negotiation. Doesn’t 
this section say that it shall be technical equipment only ? 

= yeneral ALLEN. Well, we are talking about two different sections of 
the act. 

Mr. Courtnry. What section of the act are you referring to? We 
are immediately concerned, General, with section 2 (c) (13). 

Mr. Hess. I wonder if Colonel Hickey wouldn’t like to pull a 
chair up here and sit up here at the table. 

Colonel Hickey. What General Allen had in mind there was section 
2 (c) (1) of the act, which provides in effect that in time of emergency 
all be by negotiation. 

Mr. Courrney. Yes. 

Colonel Hickey. There was a declaration of emergency; I think 
it was December of 1950. I would have to check to get the exact—— 

Mr. Hess. December 16, 1950, I believe it was. 

Colonel Hickey. That is about it; yes, sir. 

Mr. Courtney. Then we are talking about two different sections at 
the moment. 

Colonel Hickey. That is right. 

Mr. Harpy. You are talking about 2 different sections, and I think 
we are talking about 2 different interpretations of what an emergency 
consists of. 

Mr. Courrney. That is right. Emergency as used in the act is a 
legal proclamation of emergency. 

fr. Harpy. That is just the point. 

Mr. Courtney. Yes. General, I will withdraw the question with 
aaa to section 2 (c) (13) because you were not addressing your- 
self to it. 

The section referred to, for the benefit of the committee—section 2 
(c) (1), authorizing negotiations—reads: 
determined to be necessary in the public interest during the period of a national 
emergency declared by the President or by the Congress. 
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That is in addition to the section 13, which I read a moment ago, 
under which this procurement we understand is proposed. 

General Auten. Rule No. 5: The stock on hand of identical equip- 
ment, components, and spare parts, is of sufficient value to accomplish 
substantial savings to the Government by interchangeability of parts 
with the new equipment which it is proposed to standardize and pro- 
cure. Obviously, if 80 percent of the equipment on hand is manu- 
factured by company A and 20 percent by company B, it would be dif- 
ficult to substantiate considerable savings by standardizing on the 
product of company B or a new company, C. 

Mr. Harpy. aa that would have to apply to the same type of 
equipment, wouldn’t it, whether the manufacturer would be import- 
ant? But if it is an entirely different item 

General ALLEN. I mean the item, the model, the particular 

Mr. Harpy. You are talking about the particular model now ? 

General ALLEN. Yes, sir. 

Mr. Harpy. Made by a particular manufacturer / 

General ALLEN. By a particular manufacturer. 

Mr. Harpy. So that, although you might have a lot of equipment 
for the same purpose made by a particular manufacturer, if it wasn’t 
the particular model it wouldn’t serve to meet your criteria that you 
just mentioned ? 

General ALLEN. That is right, sir. 

Mr. Harpy. I am wondering if that was followed in this case. 

General ALLEN. Yes, sir. 

Rule No. 6: There must be a current procurement requirement for 
the item. I don’t think I need make any further comment on that. 

Rule No. 7: For the purposes of these regulations only, standardi- 
zation is that uniformity considered necessary to accomplish the 
maximum interchangeability of parts and is not mere standardization 
of performance as usually established by specifications prepared 
under Special Regulation 715-50-1. There is no necessity to comment 
on that. 

In addition to the foregoing, the committee considers the price safe- 
guards which have been negotiated by the requesting technical service 
with the prospective contractor of the equipment to be standardized. 
As a matter of policy, it is required that a price basis be established 
as the result of competitive procurement either advertised or nego- 
tiated in order that the price of future procurements may be escalated 
in accordance with the Jicomal of known and recognized indices, either 
upward or downward from that base price. 

Furthermore, the prospective contractor warrants that the price 
charged to the Government will be no higher than the best price he 
quotes to any other customer. In the event that the producer of 
standardized equipment insists upon an unsatisfactory price or other 
conditions of purchase, continued procurement of the standardized 
item would be reconsidered; the standardization authority would be 
revoked. 

The committee considers all of the foregoing, and such other matters 
as may be brought before it, from the points of view of production, 
industrial mobilization, distribution, maintenance, research and 
development, field operations, and training. You can see that there 
are many complex and conflicting considerations. 
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The committee sincerely attempts to weigh all of these matters in 
an earnest effort to arrive at sound conclusions which will success- 
fully bear critical scrutiny. 

eas the conclusion of the committee considerations the recom- 
mendations are forwarded to the Standard Branch of my Division, 
which independently reconsiders and recommends the G—4 position. 
The case is then considered and forwarded to G4, with the recom- 
mendation by the Deputy Assistant Chief of Staff, G-4. 

In the case under consideration, the Corps of Engineers recom- 
mended standardization of the Le Roi air compressor on December 31, 
1952. The Advisory Committee on Procurement, without advertis- 
ing of technical equipment and components, met on January 16, 1953, 
with witnesses from the Office of the Chief of Engineers present to 
present evidence to the committee in addition to the information sub- 
mitted by the Office of the Chief of Engineers, and the terms and find- 
ings signed by the Deputy Chief of Engineers. At this meeting all 
of the foregoing criteria were considered. The case was not favor- 
ably considered at that time, additional information being requested 
by the committee as to price protection that would be afforded the 
Government and data with respect to the supply of spare parts. 

Additional information was furnished on February 24, 1953. The 
committee then unanimously approved the determination and findings 
presented by the Deputy Chief of Engineers and recommended ap- 
proval by the Under Secretary of the Army. The Deputy Assist- 
ant Chief of Staff, G-4, forwarded the case to the Under Secretary on 
March 9, 1953, recommending approval. The Under Secretary of 
the Army approved standardization on March 17, 1953. 

As “i Sedum this fine authority granted by the Congress in the 
Armed Services Procurement Act has been jealously guarded by the 
> oeesnane of the Army to assure its proper use and to obviate any 
abuse. 

A most thorough and comprehensive examination and review of 
each case recommended to my office by the chiefs of the technical 
services is made to the best of our ability. 

To indicate the severity of this review, and to put the entire matter 
in proper perspective, it is hoped that the committee will appreciate 
the fact that during 5 years the Army has utilized this authority for 
the standardization of only 11 items of equipment. We are not par- 
ticularly proud of this record, for we feel that greater utilization 
should have been made of this authority. Nevertheless, this record 
surely is proof of most careful scrutiny of applications to standardize. 

(Discussion off the record.) 

Mr. Hess. The committee will stand in recess until 2 o’clock. 

(Whereupon, at 12 noon, the committee recessed until 2 p. m. the 
same day.) 


AFTERNOON SESSION 


Mr. Hess. The committee will please come to order. When we 
recessed this morning, I believe General Allen was testifying. Had 
you completed your statement ? 

General ALLEN. I completed my statement. 

Mr. Hess. If you will take the chair, please, General. 

Mr. Harpy. This will be very brief. ferring again to your com- 
ment, General, about the extent to which the Army procurement 
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affected the industry, I believe you indicated from 1 to 114 percent 
of the total volume of compressors; was that correct ? 

General Auten. Yes, sir. That is my recollection. I stated I would 
ascertain that factually and submit that to your committee. 

Mr. Harpy. Well, I just would like to recall again the computation 
that I have made, which ought to be a rough approximation. From 
the figures given us earlier this morning it would indicate that since 
June 1, 1951, there have been procurements, over and above the pro- 
curements involved in the contract under consideration, of 2,354 of 
these compressors, for a total value of approximately $15 million, 
according to my arithmetic. 

That is 1 percent of a billion and a half over a period of 2 years, 
which would seem to indicate an annual output of Facing so ofa 
billion dollars’ worth of compressors commercially. 

I don’t know what significance that has exactly, but my purpose in 
bringing this up is that $15 million procurement in a period of 2 years, 
it would seem to me, is a right high procurement of air compressors. 

General Auten. Yes, that is right, sir. And then you have to 
average your procurements through the year, just as we compute here 
now that there are three-hundred-fifty-odd being bought now and 
then none next year. You have to compute your requirements overall 
for the period for which you are foreseeing your demand. That is 
how all these are computed. It is not on the big year where you had 
the requirements of 1951, but where you can put them over the range 
of time that you are attempting to gather your figures as to the impact 
upon the industry. 

You see, our impact now, as we are computing this as the impact of 
this particular purchase which we are discussing, which is 350 com- 
pressors—— 

Mr. Harpy. Well, in this procurement that you have been conduc- 
ing during the past little less than 2 years, you haven’t been stock- 
piling these things, have you? 

General AtLEN. You have been providing these for the additional 
forces—how much for foreign governments I couldn’t tell you, because 
I don’t have the breakdown. But you had the impact of the procure- 
ment which was authorized after Korea for the additional forces 
bine Fong had been brought into being or which were to be brought 
into being. 

Mr. Harpy. But you didn’t begin this procurement until more than 
a year after, about a year after. Korea, this particular procurement, 
of this type of 

General ALLEN. Yes, sir; that is just about the administrative lead 
time they required after the—what was it, the third supplemental, 
the amount of money that came to the military forces, 

You see, there was a time—— 

Mr. Harpy. Then this procurement was to take care of the new 
requirements and not for replacement purposes ? 

General ALLEN. I will have to go into the requirement picture. I 
don’t have that at my fingertips. The only thing I have at my finger- 
or is with regard to the impact on industry, the procurement for 
which we are having this standardization procedure, or approximately 
350, for the current period of time, with nothing for the succeeding 
years. 
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So I am spreading, when I arrive at that figure, across the board 
for the time that we are making the determination. 

Mr. Harpy. Well, General, you are not just spreading that 350 
across the board, are you? Wouldn’t you be spreading the total 
contemplated procurement under your 5-year contract ? 

General ALLEN. Yes, sir; and under our 5-year contract—and it isn’t 
a contract, it is a finding for 5 years. The contract is for a year, with 
an option for 2 more. I tried this morning to correct the opinion here, 
or the understanding there was a 5-year contract. There is a finding 
made for standardization of 5 years. The contract is only for 1 year, 
with an option to the Government for succeeding 2 years only, without 
the obligation on the part of the Government to buy, but an obliga- 
tion on the part of the producer to sell under given price criteria. 

Mr. Harpy. But for the purposes of the matter that we are discuss- 
ing now—and we will talk about the finding for 5 years, then, rather 
than for the contract. Now, if you have a finding that this is to be 
your standard unit for a period of years, then in order to determine 
the impact on the industry, you would have to project your contem- 
plated procurement of the air compressors for a period of 5 years, 
would you not? 

General Auten. That is right, and that is what we did. 

Mr. Harpy. But can you give us the figure that you expect to pur- 
chase in 5 years? 

General Atten. We add the figure of 350 for this purchase and 
zero for the year 1954. That only purchases for attrition, that is to 
replace any that are blown up in battle. That figure I don’t have 
available here today, what the estimated amount that you buy for 
replacement for attrition as a result for the loss at battle and loss 
at sea. 

Mr. Harpy. In effect, your standardization contract, insofar as 
you can now see, and your total program has been based on a procure- 
ment of 350, plus attrition due to combat activities? 

General ALLEN. Yes, sir. 

Mr. Hess. That is for 2 years. 

Mr. Harpy. I am trying to get him to talk about 5 years. 

Mr. Hess. Yes. 

Mr. Harpy. He has had a finding that it is a standard product for 
5 years. 

Mr. Hess. Yes. 

General Auten. That is right, sir. In other words, in 1955 you 
come in to procurement only for the quantities that were required 
for replacement, unless in the meantime you had a war or you had a 
more complete mobilization for a type of war we are in now which 
would bring more forces into being, either Air Forces, for whom we 
buy, or for the Army. 

That is an unknown factor because we don’t know. 

Mr. Harpy. Insofar as impact on the industry is cencerned, that 
impact has already been created by this stockpile of orders which you 
have already negotiated with Le Roi? 

General Atien. And the order which the other 

Mr. Harpy. Well, the 350 actualy is not too big a proportion of your 
total of 2,354, which have already “fer ordered. 
General ALLEN. That is right. 


PROPOSED STANDARDIZATION OF 210 CFM COMPRESSORS 39 


Mr. Harpy. So that the real effect of standardization has already 
been accomplished before any finding was made. And all of this 
procurement, which is admittedly an abnormal procurement, has 
already been accomplished before a standardization finding had been 
made by the Secretary’s office. 

Mr. Pearson. I don’t believe we have admitted that this is an abnor- 
mal procurement in the sense that you referred to there. 

Mr. Harpy. Well, let’s see. 

Mr. Pearson. I would rather describe it as a progressive step toward 
a goal or an objective which we all understand as providing certain 
inducements. 

Mr. Harpy. I wonder if we are talking about the same thing. The 
350 that you are now contemplating contracting for might not be 
considered an abnormal procurement. 

Mr. Pearson. That is correct. 

Mr. Harpy. Especially in light of the fact that for next year you 
have programed none. 

Mr. Pearson. Zero, that is right. 

Mr. Harpy. But I am talking now about the procurements which 
have already been entered into for this particular item, with this par- 
ticular company. 

Mr. Pearson. There was nothing that I know of that was abnormal 
about any of those three. 

Mr. Harpy. Well, your testimony this morning was to the effect that 
a total of 2,354 had been procured. 

Mr. Pearson. I don’t recall the figure. Can somebody give me that 
chart I had this morning? 

Mr. Harpy. It would certainly seem to me that that is abnormal. 

Mr. Pearson. The information handed me here by the engineers 
show that 1,040 Le Roi compressors have been converted to the type of 
compressor we are talking about ; 629 have been ordered from the Le 
Roi Co. and delivered to the Army ; 555, no, 685, excuse me, have been 

urchased from Le Roi and not yet delivered to the Army; 347 are due 
in from all other sources, or are on order at all other sources. I think 
that is solely the Davey Co. of Ohio. 

Colonel Suutr. That is correct. 

Mr. Harpy. What does that 347 consist of? Where does that figure 
come from? 

Mr. Pearson. The 347 is a contract awarded in response to our 
a invitation to bid with the Davey Co., some place in Ohio, at 

ent. 

Mr. Harpy. Are they going to deliver this Le Roi compressor ? 

Mr. Pearson. No, sir, this isa Davey compressor. We are discussing 
two entirely different manufacturers—Le Roi in California and Davey 
in Ohio. We are discussing 3 contract awards, all 3 made by nego- 
tiated competitive bidding, or was the third one by advertising ? 

Colonel Suure. The third one was by advertising. 

Mr. Pearson. Two by negotiated competitive bidding and the third 
by advertised bidding. The first 

Mr. Hess. The two of them by negotiated competitive bidding were 
given to Le Roi? 

Mr. Hess. And the third by advertising was given to Davey? 

Mr. Pearson. The third by advertising was given to Davey. And 
I would like at this point to record, with your permission, the per- 


86332—538—pt. 


40 PROPOSED STANDARDIZATION OF 210 CFM COMPRESSORS 


sonal belief that the award to the Davey Co. of this contract of 347 
was a mistake and a mistake which we should try to prevent happenin 
again, not because of Davey, but because in so doing, we increase 
our operating costs to an extent that made that an uneconomical and 
unwise procurement action. 

Mr. Harpy. Now, Mr. Pearson, I would like to return to these 
figures you have just given me, a figure of 1,040 converted; 629 new 
ones delivered—is that correct 

Mr. Pearson. That is correct. 

Mr. Harpy. Now, this morning, and this is probably where I am 
confused, but this morning the question was asked you as to how 
many of these Le Roi compressors had already been delivered and my 
notes indicate to me that you gave a figure—— 

Mr. Pearson. 1,669. 

Mr. Harpy. I notice that we get exactly that total from adding 
the figure of 1.040 that are converted. 

Mr. Pearson. Yes. 

Mr. Harpy. And the 629 that were delivered. 

Mr. Pearson. Yes, sir. 

Mr. Harpy. But the impression that I have gotten this morning was 
that 1,669 were new compressors that were delivered. 

Mr. Prarson. No, sir. That perhaps was an effort to condense my 
statement too much. 

This probably shows the picture as completely as it can be shown. 

Mr. Harpy. Well, I have a hard time understanding those things. 
You folks deal with them every day. It doesn’t mean too much to me. 

But there is one other aspect of this that I would like to get cleared 
up now. You have just referred to two procurements for new Le 
Roi compressors which have been negotiated with Le Roi. 

Mr. Pearson. They were negotiated with the industry. Le Roi was 
low and received the award. 

Mr. Harpy. One of those procurements, I believe you said, was for 
685, which is now on order? 

Mr. Prarson. And the other one I believe was for the difference 
between ; was for the 629; is that correct ? 

Colonel Suutr. Yes, sir. 

Mr. Harpy. The information here this morning was that June 
procurement, June of 1951 procurement, was for 651, is the figure I 
had. Is that inaccurate? 

Mr. Pearson. I will look up the original document. What was 
the procurement ? 

Colonel Suurer. May I look at that, again, Mr. Pearson ¢ 

Mr. Pearson. Yes, sir. 

Mr. Harpy. That may have been a mistake. 

Colonel Suutr. That was 629, sir. 

Mr. Harpy. 629? 

Mr. Pearson. Yes, sir. 

Mr. Harpy. And all of that 629 has now been delivered and were 
completed in February of this year? 

Mr. Pearson. Yes, sir, that 1s correct. 

‘ _ cere Now this conversion job, of 1,040: That was performed 

Le Roi? 

Mr. Pearson. Yes, sir. They built the conversion. 
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Mr. Harpy. Do I understand that they took 1,040 compressors that 
you had on hand and converted them to this new type? 

Mr. Prarson. They took some 105 compressors we had on hand 
and converted them to 210 compressors. 

Mr. Harpy. Is that 1,040 identical with the new compressor you 
are now getting? 

Mr. Pearson. No, sir, they are not. 

Mr. Harpy. Then, what is the essential difference in them? Are 
they a direct drive? 

Mr. New. They are entirely different designs. The converted unit 
is a two-stage unit. ‘The new type unit is a single-stage unit. They 
are different designs entirely. 

Mr. Harpy. The point that I am trying to clear up is this: The parts, 
then, are not completely interchangeable ? 

Mr. New. Not completely. There is a percentage of interchangea- 
bility, I believe around 20 percent. 

Mr. Harpy. So that it is inaccurate to say that you have actually 
now 1,669 identical compressors ? 

Mr. New. Yes, sir. 

Mr. Hess. You have 629 identical and 1,040 identical of a different 


type? 
New. Yes, sir. 

Mr. Pearson. Let’s stay as close as we can to the facts in this, if this 
becomes an important element in consideration here. 

Mr. Hess. Mr. Pearson, you have 1,040 that have been converted, 
but about 20 percent of the parts are interchangeable with the 629 of 
a different type. Now that is correct, isn’t it? 

Colonel Suute. Yes, sir. 

Mr. Pearson. In addition to that, there are 685 on order. 

Mr. Hess. On order, but have not yet been delivered ? 

Mr. Pearson. Which, when delivered, will add to the 629. 

Mr. Hess. That is right. 

Mr. Pearson. And make a population of whatever the sum of those 
two are. 

Mr. Hess. One thousand and three hundred. 

Mr. Pearson. One thousand three hundred and some. 

Mr. Hess. That is right. 

Mr. Pearson. Which is the figure from which I started my dis- 
cussion this morning. 

Mr. Hess. So you will have 1,314 of one type, after the 685 are de- 
livered, and you will have 1,040 of a different type? 

Mr. Pearson. Plus 1,040 with some elements of interchangeability. 

Mr. Hess. Of 20 percent. 

Mr. Pearson. Estimated hire at 20 percent. 

Mr. Hess. And then you will have another group of 347 on order? 

Mr. Pearson. From another source. 

Mr. Hess. That is right. 

Mr. Pearson. Without interchangeability. 

Mr. Hess. You have three different types of compressors. Let’s 
find out about the interchangeability of the parts of the 347 with either 
of the 2 other groups. Will there be any interchangeability there 
at all? 

Mr. New. None that I know of. 
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_ Mr. Harpy. Now, how does that figure of 1,300 and something 
compare with the population of the other makes of compressors now in 
use in ne Army? Is there no other compressor that you have that 
many of / 

Colonel Suure. You mean of the other sizes than the 210? 

Mr. Harpy. I am trying to think about what the situation is with 
respect to other types of compressors that, of themselves, might be in- 
terchangeable. You have given a figure here of something over 1,300 
of these Le Roi’s that you have either on order or on hand. Do I 
understand you don’t have that many of compressor of any other 
make that performs essentially the same function as this one per- 
forms? 

Mr. Netson. Did I ask how many types of compressors the Army 
now uses? 

Mr. Harpy. That is a good question. 

Mr. Hit. What capacity, sir? 

Mr. New. You have the 105 c, f. m. compressor, you have the 210 
c. f. m. compressor, and you have the 315 ¢. f. m. compressor. 

Mr. Netson. Who manufactures those respective types? 

Mr. Hux. All manufacturers will manufacture those sizes, sir. 

Mr. Harpy. Well, there is bound to be some interchangeability as be- 
tween your sizes of compressors made by the same manufacturer; 
isn’t there? 

Mr. New. That is correct. 

For example, the figure has been used of 1,040 Le Roi compressors 
that have been converted from the 105 unit to the 210 unit. That isthe 
figure that has been discussed here in the last few minutes. There is 
a considerable degree of interchangeability between the converted 210 
Le Roi compressor and the 105 Le Roi compressors that are in the 
system, as well as some interchangeability between the converted unit 
and the Le Roi 315 c. f. m. compressor. And you have also a lesser 
degree, but some interchangeability with the larger units the 500 and 
600 c. f. m. Le Roi units. 

Mr. Harpy. Now, let’s look at the Davey situation. You have an or- 
der with Davey now. Are you using any Davey units actually now? 

Colonel Suute. No, sir. le have been delivered yet, in this size. 

Mr. Harpy. Well, will there not be some interchangeability as be- 
tween this unit and Davey units of another size which are in use? 

Mr. New. I do not know whether there will be any interchange- 
ability. There may be a small amount. There are some Davey 315 
compressors in the system now. 

Mr. Harpy. What kind of a motor does the Davey unit use ? 

Mr. New. The unit that is being delivered uses the Hercules—I don’t 
remember the model number—engine. 

Mr. Harpy. Now, on various and sundry Army equipment you have 
hundreds and thousands of Hercules motors, haven’t you? 

Mr. New. We have lots of them. 

Mr. Harpy. Yes, sir, you got a flock of them, on every conceivable 
type of equipment. So that your motor interchangeability, insofar 
as the Davey unit is concerned, would be pretty important in consider- 
ing your total requirement of spare parts, wouldn’t it? 

Mr. New. It would be important—to answer your question. 
Mr. Harpy. Now, I would like to return to a question I raised with 
General Allen a while ago. 
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Mr. Hess. Go ahead. 

Mr. Harpy. General, you have indicated that your requirement for 
the first year under this contract would be 350 units and for the second 
year it would be zero. 

General ALLEN. Yes, sir. 

Mr. Harpy. You further indicated that subsequent requirements for 
the 3 remaining years with respect to your finding would be based on 
attrition. 

Now, you must have some estimate of that. Will you tell us 

General Anuen. As I said, 1 will get that and I will furnish that to 
the committee. Ido not have that available here. 

Mr. Courtney. General Allen, before you leave, I had just one ques- 
tion for the record. I am referring now to the statement. Let me 
preface my question with this observation or this question. You 
regard this Le Roi motor which you now propose to standardize on, 
a 210-c. f. m. compressor, as an end product ; do you not 

General ALLEN. Yes, sir. 

Mr. Courtney. How, then, do you reconcile your observations as to 
what standardization is to be accomplished when you are dealing here 
with an end product as against the norm which you set up in para- 
graph 7 of your comments as to the reasons why or when standardiza- 
tion can occur? You say there: 
for the purposes of these regulations only, standardization is that uniformity 
considered necessary to accomplish maximum interchangeability of parts and is 
not a mere standardization performance. 

Referring to the question asked you by Mr. Hardy, pursuing that 
question and relating it to this observation as to criteria for establish- 
ing standardization, shouldn’t your concern be primarily with stand- 
erdization of parts, wearable parts, between all motors and all types of 
motors, instead of limiting yourself to an end product and compressors, 
which is different and distinct from any other motors in use in the 
service 

General Aten. Well, this matter was given consideration. I think 
there has been brought out by the various people who answered Con- 
gressman Hardy’s question that, in this particular standardization, at- 
tention was given to the fact that the Le Roi had this 105, the 210, and 
the 315, and between the parts peculiar to the 210 on the basis of the 
present population plus the population which would be in being, for 
which a contract has already been signed, that the maximum inter- 
changeability then would occur within that population plus that part 
of interchangeability that existed and exists between the 105 and the 
315, which are in the system. 

So, you consider the interchangeability overall and not limited to 
the interchangeability of the motor. 

Now, there is some validity here. There is no question about that 
at all. But in this case, for this particular action, all the consideration 
here was given to that maximum interchangeability, thinking of the 
unit across the board; that is, as to the 210 end as to the numbers of 
other compressors in the system for which there was some interchange- 
ability of parts. 

Mr. Courtney. Well, if you are directing your attention, then, to 
interchangeability of parts as being the maximum opportunity for 
savings, why, then, must you center on 1 company for 5 years and on 
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1 design for 5 years?) Why can’t you have the single specification with 
standardized parts interchangeable between different types of motors ? 

General ALLEN. I thought we had answered that. Mr. Pearson had, 
and I to a limited extent, and I think probably it may be better as 
a production man, which is part of my business, to elaborate again 
as to the impracticability of going out and tooling a line for a small 
quantity of any item which is produced commercially or semicom- 
mercially, whether that be a passenger car as was mentioned this 
morning—we do effect some kind of standardization on passenger cars. 
We don’t go beyond the Ford, the Chevrolet, and the Plymouth, 
because it would cost a fortune to tool. But, in any of these items 
where you do not have a large requirement, that is a sufficient re- 
quirement to justify the creation of the two very expensive phases 
after production of an item just for yourself under your own specifica- 
tion. One is the fact that you must have very elaborate drawin 
and specifications and then, second, the tooling, for if you should 
write a specification which has been done and which is certainly 
frowned upon by all good procurement people—write a specification 
around the Le Roi or the Davey or the Ingersoll-Rand or the Worth- 
ington or any other type of compressor involyed—why, then, you 
would be giving an undue advantage to any compressor system around 
which you wrote your specifications. If you started out—— 

Mr. Harpy. You in effect did that anyhow ? 

Mr. Hess. Certainly. 

Mr. Harpy. Now you are proposing to contract with Le Roi for 
something that is not even a commercial item. Nobody so far as we 
have been able to find out uses this item commercially. He is making 
a special item for the Army. You certainly eliminated all competi- 
tion. In addition to that, you point up the cost of tooling. And, by 
your own statement, you are going to propose to place with him an 
order for 350 and then he shuts ra his total production of this 
item for a solid year. Is he going to keep that production line set up 
doing nothing? He can’t make any commercial equipment with it. 

General ALLEN. That I couldn’t answer. 

Mr. Harpy. Then you say that from there on, for the remaining 
3 years, we are only going to take what is necessary for attrition. 
Is a manufacturer going to keep up a production line on a specialized 
item that is not a commercial item and from which he can’t sell another 
single thing—to keep that up to supply the replacements for a few 
that happen to be blown up? 

Mr. Pearson. Maintaining a production line or maintaining in fact 
the tooling from which production is accomplished is two quite 
widely separated and different things. Having accomplished a run 
of 350 to store away in the toolroom the tools from which that run 
was accomplished is a perfectly normal manufacturing practice. 

Mr. Harpy. Even thought it is done simply for the Government. 

Mr. Pearson. Well, it is done for a customer. In this case the 
customer is the Government. 

Mr. Courtney. May I ask a question on that subject, Mr. Pearson 
or to General Allen. Won’t the cost of these tools be written o 
against the total purchases of the Government under this proposed 
procurement as against being written off against the production of 
commercial items if they could be used for the production and sale of 
commercial items over the period of 5 years? 
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General AtLEN. Well, I will answer that from a contractual point 
of view. There is not one more nickel can be paid for this compressor, 
except as indices of higher costs of materials or wages would justify 
than the original purchase in 1951. In other words—— 

Mr. Courrnry. No; you are not answering my question, General. 
There is a cost, whatever it may be, for tooling to do this special type 
of job, to answer this particular procurement for a 5-year period: 
isn’t that correct ? 

General Aten. No,sir. The tooling for this job was undertaken in 
June of 1951 when they had 

Mr. Pearson. That was the tooling which produced the two procure- 
ments already made, starting with the first one. 

Mr. Courtney. Regardless of when you start, whether you start 
in 1950, 1951, or 1952, you start with a cost of tooling; isn’t that 
correct ? 

Mr. Pearson. Without question: yes. 

Mr. Courtney. All right. Now, then, that tooling can only be used 
against military procurements; isn’t that correct ? 

General ALLEN. No, sir. 

Mr. Pearson. In this case—— 

Mr. Courrney. Well, if you are not buying a commercial type of 
product, obviously it would seem to me the only purchaser would be 
the military and, therefore, the cost of the tooling would have to be 
amortized against military procurements. 

Mr. Hess. Let’s get this straight. One of the gentlemen back there 
is shaking his head “No.” Which is right? 

Mr. Courtney. Which is right or which is wrong? 

Mr. New. Speaking for that point for a minute, I would like to say 
the manufacturer on that particular unit in question does not require 
retooling of the Le Roi Co.; did not in 1951. The tooling used for 
this is merely an adjustment of the tooling they use for their normal 
commercial product. 

Mr. Courrney. Well, if that be the case, why, then, can’t all com- 
mercial producers be allowed to compete in the production of this 
article, if it can be made—— 

Mr. Pearson. Because all commercial producers have not made Le 
Roi compressors. Le Roi has. 

Mr. Courrney. Isn’t there some proprietary restriction, Mr. Pear- 
son, as to why they have not made Le Roi compressors / 

Mr. Pearson. don't know. 

Mr. Chairman, the real question, at the moment, is the man who 
made the decision and is concerned with the technical design of this 
particular piece of equipment. Are you ready, Colonel? 

(Discussion off the record.) 

Mr. Courtney. Colonel Baker, your full name and your official 
duties, and so forth. 

Colonel Baker. Mr. Chairman, I am Col. William C. Baker, Jr., 
Corps of Engineers. At the present time I am Assistant Chief of 
Engineers for Military Supply. 

I would like to start out by saying that we found in the war in 
Korea since the beginning that there has been a tremendous amount of 
engineer work due to the widespread destruction of all roads, bridges, 
cities and so on, on back to the Pusan perimeter. In addition, in many 
of the areas in which the fighting has been going on, there were no 
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roads or bridges adequate for our forces to operate, so we have had 
over there a continuous job of rebuilding, building airfields from 
scratch, and generally putting the facilities, communication lines, and 
so on, in shape for the operation of our forces. 

And the ability to do this work is dependent entirely on the con- 
struction equipment that the engineers have. That will be true in 
any other theater with our present-day Army. 

We require the heavy construction equipment—bulldozers, com- 
pressors, rock crushers, air compressors, welding equipment, con- 
crete mixers, and so on. 

And the capacity to do the job is not only the amount of equipment 
that you have, but the amount you have in operation. This required 
trained operators, maintenance organization, maintenance personnel, 
and all the other things necessary to keep the equipment in operation. 

Mr. Hess. That problem is no worse now than it was during the 
Jast world war out in the Pacific, is it? 

Colonel Baxer. I think in Korea it was. I was in Europe during 
the last war, not in the Pacific, but I think the operations that have 
gone on in Korea did require more engineer work in the past year or 
so than we had in the Pacific. 

Now the single biggest problem in Korea was the repair and 
maintenance of the engineer equipment. Our equipment is used all the 
way from the front lines right back to the islands in the rear of the 
peninsular where the POW’s were, and used not only by the United 
States engineers, but by the Korean engineers, local contractors, and 
other UN forces. 

This required competent mechanics, and they are difficult to find 
and to train. 

Also to keep this equipment running we must have an assured 
adequate timely flow of spare parts. And this spare parts problem 
is made particularly complex and difficult by reason of these many 
makes and models that we have of all types of equipment whic 
Mr. Pearson, General Allen, and others have touched upon. 

I think someone mentioned that crane shovels, for instance: there 
were 21 different makes and models in the Far East command and 
that is true of many other items. 

Each one of these different makes or models requires a complete 
separate line of spare parts to support it. Due to the large procure- 
ment during World War IT and since then in support of the Korea 
operation, we have over 2,000 line items of parts in stock, and that is 
despite the continual effort to reduce and we have made a lot of re- 
ductions due to interchangeability studies and the obsolescence of the 
equipment, and so on. 

Then there are many hundreds of thousands of additional items 
that we don’t stock because the need is not great enough, but which 
we buy as we need. 

So this continual ordering, procuring, shipping and using of spare 
parts is what gives us this enormous job, this task of keeping the 
equipment going. And it is not only the United States soldier that 
has to participate in this, but the Korean soldier, the Korean civilian, 
Japanese, even Chinese POW’s, that may have to participate some- 
where in this system of receiving and using spare parts. 

So obviously, without going into it further than that, why that 
is the big job we have. 


PROPOSED STANDARDIZATION OF 210 CFM COMPRESSORS 47 


Now one thing that can be done that will vastly improve this whole 
thing, of course, is this matter of standardization which we are talking 
about today. 

Mr. Courtney. Standardization of parts or end products, Colonel ? 

Colonel Baker. Standardization of equipment. 

Mr. Courtney. Well, distinguish between the two, parts or equip- 
ment? 

Colonel Baker. Both. 

Mr. Courtney. Well, which will give you the greatest economy 
and which will give you the greatest service, standardization of parts 
or standardization of end products? 

Colonel Baker. Well, the objective is to reduce the quantity of 
spare parts, quality and you can do that either way, either by stand- 
ardizing equipment, end items, or by standardizing parts. 

Mr. Courrney. Yes, and if you standardize parts you broaden the 
base for procurement. If you standardize end products, you limit it, 
isn’t that correct? 

Colonel Baker. I think that would be correct as a general state- 
ment; yes, sir. 

Mr. Courrney. So that all you have to do to rectify your problems 
in Korea, the ones that you have just been describing, is to standardize 
on the interchangeable parts in these motors and compressors bet ween 
different manufacturers and specify them in procurement, and you 
would reduce your 200,000 exclusive parts in direct proportion as 
you ppphied your technical knowledge to that subject, isn’t that cor- 
rect 

Colonel Baxer. Well, when you come to construction equipment, 
commercial equipment, semicommercial equipment, the job of stand- 
ardizing parts such as, say, in a rifle or something would be such an 
enormous task that the Army could not undertake that. It takes all 
of American industry to design and build these items of commercial 
equipment. 

Mr. Courtney. Well, but we are not talking about commercial 
equipment at the moment. We have been given to understand here 
that comemrcial equipment must be excluded from this field and you 
must have a standardized Army design of an end product which will 
be bought exclusively for 5 years. 

Now you state that the problem in Korea is concerned primarily 
with the 200,000 parts which you must keep in stock and you have 
answered the question that the greatest economy lies in standardizing 
those parts between all types of motors and all types of equipment. 
Now, then, how do you reconcile that with the proposition which you 
are placing before this committee, which is to limit yourself and to 
exclude from the supply line all commercial production ? 

Colonel Baxer. No, sir; I don’t think that is exactly what we are 
saying. 

Mr. Courtney. Well, let’s point up the question, Colonel. 

Colonel Baker. Anything that we can do to reduce the problem of 
maintenance and repair of equipment, the problem of keeping it in 
operation, is what we are after. 

Mr. Courtney. Well, that is exactly what we are talking about. 

Colonel Baxrer. Now, when we reduce the 21 makes and models or 
the 5 makes and models of a given item of equipment to 1, 2, 3, or 
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whatever it may be, we reduce the number of spare parts, we reduce 
the number of people to handle the spare parts, we reduce the number 
of people you have to train to be saa with all these different 
types of equipment. So we are aiming at a general goal of making 
our job of keeping equipment in the field running. This is a step 
in that direction. 

Mr. Courtney. But this is a step which also, Colonel, affects your 
source of supply, does it not, by limiting yourself in one instance, or 
this instance, to a single manufacturer as distinguished from a case 
in which you might have these interchangeable parts, these wearable 
parts, these parts that are used for maintenance, of a specified design 
and kind, so that they could be interchangeable between manufac- 
turers and manufacturer’s end products. 

Mr. Pearson. Mr. Chairman, I had the impression that in the 
things I said earlier in the day, I had clearly subdivided this problem 
into segments, saying that the solution can come in one of a number 
of different ways. it can come from choosing product of a manu- 
facturer as we propose to do, standardizing on that with the great- 
est maximum stated advantage of interchangeability of parts and 
reduction of our pipeline for parts. A second way would be to 
standardize on all of the components of a piece of equipment and 
permit any manufacturer to make. And I described carefully the 
problems in that second alternative, how first it would be necessary to 
engage enough engineers to make detailed working drawings of all 
of the things to which we wish to apply this pattern of standardiza- 
tion for its obvious advantages. Then it would be necessary for the 
contractors, or one or more successful bidders, to tool up to make a 
thing unlike anything that anybody is making now, and it would be 
in some respects, and how it would then involve the use of manpower 
and the use of money for tooling costs beyond either the Army’s 
capacity under the funds provided it by the Congress or even good, 
sound business judgment, because there is in existence a thing suitable 
to meet our need. “We propose to use that thing, as against the alter- 
native of engaging a large staff of engineers preparing working draw- 
ings, tooling a new plant to make a new product, and providing in- 
spectors to ensure that interchangeability of parts was accomplished. 

Now, the Army in procurement matters is the servant of the Con- 
gress. It buys what the Congress permits it to buy, with funds pro- 
vided to it by the Congress. You are, of course, familiar with the 
detail of the justification of our budgets and the discussions that pur- 
sue those around in all ways. 

If the Congress were to say to the Army, “We will give you X 
hundreds, and not thousands, of engineers to make working drawings, 
we will give you X millions of money for tooling, both of those for 
the sole purpose of permitting any manufacturer of a thing to meet 
on a par with all other manufacturers of that thing in doing business 
with the Government,” then it would be the business of the Army to 
do precisely that, as we do in all other things prescribed in that sharp- 
ness and clarity. 

In this case we have dared to exercise some initative in exploring 
for obvious objectives, I am sure obvious to all of us, the opportunity 
of — ing sound, established, proved business practices to the buy- 
ing o these things in the execution of our responsibilities in the Army. 
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I dislike to hear questions loaded in the manner in which counsel 
has loaded some here recently directed at Colonel Baker, because we 
are on the same side of the table, if we are to go at all, trying to reason 
our way through a very complex, difficult, and perplexing problem, 
and on which we have sought advice. 

Mr. Hess. That is all well and true, Mr. Pearson, but we are sitting 
here and looking at it in an entirely different angle than you are. 
After all, this is a competitive system in this country, and we don’t 
want the Army, the Navy, or any other agency to pick out one par- 
ticular manufacturing company and say, “You are going to get all 
of the Government bids.” That is exactly what you are doing, it 
seems to me, in this instance. 

Mr. Pearson. Then, as a citizen, and a day-to-day employee of the 
Army, let me say that the Army should not be criticized as it has 
been for having failed to accomplish even this which is the most rudi- 
mentary of all business-like practices in buying. They are mutually 
conflicting points there. 

Mr. Harpy. Mr. Pearson, just speaking for myself, I certainly am 
not engaging in any criticism of the Army at this point. My interest 
is to try to get as complete a picture of the facts that are involved in 
this thing as Ican. And then if those facts convince me that criticism 
is due, you will probably get it from me. But you are not getting it in 
here and it is not my intention that my questions be construed as 
criticism at this stage. 

Mr. Pearson. I made no such inference, sir. 

Mr. Harpy. I merely am assuming to myself a generalized target 
of your comments. I think that you ought to understand that insofar 
as the committee is concerned—the chairman can speak better than I 
‘an for this committee, but I can speak for myself—my question is, if 
they appear to you to be loaded, as you have characterized, Mr. Court- 
ney’s, that would not be surprising because sometimes I try to load 
my questions a little bit in the hope that 1 will get some answers and 
it is not necessarily intended to be in any manner reflecting on what 
anybody has done, but is purely for the purpose of trying to get as 
much information as I can in order to get a complete picture before 
me. 

And in that connection, Mr. Chairman, I would be interested in 
knowing just how Mr. Pearson defines the word “loaded.” 

Mr. Pearson. If the reporter can find the last question asked of 
Colonel Baker and read it, I think it will explain itself. 

Mr. Courtney. Well, Mr. Chairman, may I suggest to the commit- 
tee, whose servant I am, and to the witness who has just proceeded to 
characterize my questioning as loaded, that the gentleman is com- 
mitted to a single point of view as to what is or is not a proper pro- 
curement in this instance. That is wholly irreconcilable with another 
point of view which he admits, I am sure, is going to be considered 
and is under consideration by this committee. 

I have no greater purpose and no other purpose, Mr. Pearson, in 
asking these questions than to bring out all the facts and all of the 
points of view for the benefit and consideration of the committee 
whose decision must rest or fall upon what is heard here from the lips 
of responsible witnesses. 

Mr. Hess. Let me say this, Mr. Pearson. This committee, of course, 

‘in the last Congress, as you well know, reported legislation with refer- 
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ence to standardization and identification of various items and the 
Armed Services Committee in the past has reported legislation, which 
is now law, with reference to procurement. 

This committee, this subcommittee, has been appointed by the chair- 
man of the Armed Services Committee to constantly watch all of those 
matters. It is a sort of a watchdog committee, we might call it. We 
held hearings at the beginning of this session to determine how that 
act which was passed last year is functioning at this time. It is pos- 
sible before this Congress adjourns that it may be necessary to amend 
the Procurement Act. Any information that we might gather in these 
hearings is going to be helpful to us if we do decide to sit down and 
amend those acts in some respects. I don’t mind saying that there are 
some members of this committee and some members of the Armed 
Services Committee who feel that the Procurement Act should be 
amended. 

Now whether we are going to go into that matter before adjourn- 
ment, I don’t know. It is a matter to be decided upon by the entire 
membership, not by me alone. And any information that we can 
apse at either this hearing or any other hearing is certainly going to 
ve helpful to us when we sit down and consider that question. 

Mr. Pearson. Yes, sir. Well, I understand that, of course, and we 
came today and our time is at your disposal for precisely that purpose. 

Mr. Hess. We were trying to clarify some of these situations. I am 
speaking for myself. I am for, strongly for standardization. I feel 
in this particular item here, as J understand it, this one particular 
compressor is a sort of a combination ges rong and motor. 

It is a sort of a V-8 type, where 4 cylinders on one side are the 
motor and 4 cylinders on the opposite side are the compressor. 

Colonel Baker. That is correct. 

Mr. Hess. And you can’t disconnect one from the other ? 

Colonel Baker. That is correct. 

Mr. Hess. The thought has been running through my mind: 
Wouldn’t the Army be better off if they wena have a motor which 
could be detached, let’s say, from the compressor and could be inter- 
changed with a Hercules motor, with a Continental motor or with 
some other manufactured motor that might fit on to that compressor? 
Now I may be wrong on that. For that reason, we wanted to hear 
your views. 

Mr. Pearson. My great hope had been that we were here to discuss 
for mutual helpfulness the principles of standardization as applied 
illustratively by this compressor matter. 

I think we could come—I think we could resort to almost endless 
discussion as between ourselves of whether this engineering techni- 
cality or that engineering technicality or a difference of thinking 
might have made product B a better choice than product A. 

‘Vhe big, broad principle of standardization and the methods of 
accomplishing standardization transcends without question any differ- 
ence in opinion that might apply on the technical choice of one over 
another. I think the two of us probably drive two different makes of 
automobiles, for different reasons, two different makes of refrigerators, 
and other things on that basis. { 

Mr Harpy. But don’t you think, Mr. Pearson, that we all have an 
interest in that first consideration of standardization and the econo- 
mies that go along with it, but also an interest in the processes of 
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arriving at what that product is and assuring ourselves that we have 
the best product that we can get to perform that particular function ? 

Mr. Pearson. If we had, as we have in this case, two-thousand-some- 
odd product A in our supply system with a full supply pipeline of 
parts and on order 300 of product B with the parts system not yet 
established, and if product B was superior in performance to product 
A but product A still met our needs, we would be wiser without 
question to stay with product A until such times as we had had the 
opportunity to make a prepares phasing out of the parts suppiy 
of product A while we phased in the parts supply of product b. 
The quick precipitate change from A to B to C product based on the 
game of chance of low bidder as of a particular moment is not a wise 
way to buy mechanical equipment, nor is it an economical way to do 
so. It leaves too much to the hazard of chance and puts too many 
different types of things in a supply system to be economically 
maintained. 

Mr. Hésertr. Yes, but, Mr. President, you started with this. No- 
body used this. This wasn’t a competition between A and B. This 
was a selection of A. 

Mr. Pearson. Well, this was a selection of A. 

Mr. Heéperr. So that doesn’t follow. 

Mr. Pearson. Based on one of the predominant considerations, that 
the predominant product in our system now was A. 

Mr. Héperr. No. This A is new. You didn’t have it in your sys- 
tem before. 

Mr. Pearson. I am using A to mean Le Roi and B to mean Davey, in 
order to keep from 

Mr. Héserr. I am reducing it down to Le Roi. There is one thing: 
Was Davey ever invited to bid? You mentioned Joy this morning 
and Le Roi. 

Mr. Pearson. Yes, sir. I would like to read for the record—there 
are some indicated beliefs that this has been an exclusive or excluding 
process of dealing with an industry, which is not the case at all. 

Mr. Hess. That is what it appears to me. 

Mr. Pearson. These are the records from the bid evaluation sheets. 
I would like, if your patience would permit, to record them. 


A contract awarded on June 30, 1951, for 629 compressors— 


this was a negotiated competitive bid, as we described this morning— 


the Le Roi company bid $5,890. The Joy Manufacturing Co. bid $6,659. The 
Davey Compressor Co, bid $6,723. The Worthington Pump & Machinery Co. 
bid $6,870.50. 

Upon test it was learned that the Le Roi Co. compressor was—I 
want to say this precisely accurate, with the help of my supporting 
technicians—adequate to meet the needs of our requirements? How 
would you describe that? You are best able to. 

Mr. New. I would like to say that the Le Roi compressor met all 
of the stated requirements and the specification that was used for 
negotiation purposes. There was a procurement deseription. 

Mr. Pearson. Yes. 

Mr. Hess. Right there, now, let’s get this straight. Were all of 
these various items, of the Worthington Co., the Joy Co., the Davey 
Co., and the rest of them, all tested by the Army? 

Mr. New. I would like to clarify that point. 
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Mr. Hess. This is going back to the 1951 contract ¢ 

Mr. New. I would like to go back just a little boyond that. The 
Corps of Engineers in its efforts to meet this requirement for an air 
compressor that was suitable for mounting on the standard army 
214-ton-truck chassis—we would have to introduce another chassis— 
embarked on a program to get industry to produce compressors that 
would meet that requirement. 

Mr. Hess. But at that time there. was a commercial item or com- 
— compressor which would have met your specification at that 
time 

Mr. New. No, sir. 

Mr. Hess. There was none? 

Mr. New. We worked with seven, I believe seven different manu- 
facturers: Joy Manufacturing Co., Allis-Chalmers, Davey, Le Roi, 
Lima-Hamilton, Jaeger, and one other that I can’t recall at the 
moment—— 

Mr. Hess. Worthington probably. 

Mr. New. Worthington was there, too. We actually tested in our 
own laboratory system some of the equipment. Some of the equip- 
ment was provided by the manufacturers and tested in their own 
plants with our people witnessing the test. 

As a result of that extensive test program, we came up with a speci- 
fication. You will call it a procurement description, because it hadn’t 
been dignified with the title “Mil Spec so and so.” This procurement 
description or specification reflected what these extensive tests shows 
conclusively that we could get in an air compressor to meet this require- 
ment. This specification did not limit the unit to the Le Roi type unit. 
It permitted either single-stage or two-stage. It permitted recipro- 
cating compressor or rotary vein compressor. It permitted water- 
cooled or air-cooled. It had all of the provisions in there that would 
permit I think at least 5 of these 7 or maybe all 7 of these manufac- 
turers who had engaged in this program to bid. 

Now, as a result of this first negotiation—— 

Mr. Hess. Now in order for them to bid and manufacture a com- 
pressor, following your specification, it was going to be necessary for 
for every one of these companies to retool; is that correct? 

Mr. New. No, sir. To the contrary, the manufacturers were able 
to use their existing tooling, but by adjusting it, of course, to meet 
the tolerances. For instance, Le Roi had to put in a larger bore size, a 
larger sleeve in the basic engine block. But as far as I know, it was 
not required that they retool. Two of these particular compressors 
were not being produced, commercially or for anyone else. They 
were experimental models of the companies themselves. So they were 
not considerd in the negotiations and shouldn’t have been, because there 
was no tooling suitable for those units. But this particular specifica- 
tion leaving the door wide open to any competent compressor manu- 
facturer to bid was used on this first negotiated competitive contract, 
which went to Le Roi. 

The same specification I believe, with very little, if any, change was 
used in the second similar procurement, which again went to Le Roi. 
This built up in the system of thirteen-hundred-odd units that were 
identical, part of which have not yet been developed. 

Mr. Hess. Yes; but on which we find ourselves with that number 
of units either in or to come into the supply system, and the question 
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is why since we have built it up based on competitive bidding thus 
far and we now find ourselves with the units, when were the 1,040 
units converted? At the time of the award of the 629 contract or 
after that? 

Mr. New. I could not answer that question. 

Colonel Baxer. That has been going on for some time, I think, Mr. 
Chairman. 

Mr. Hess. Prior to the award of +he 629 contract were they being 
converted ¢ 

Colonel Suure. Yes, sir; they were before the award of that first 
contract. 

Mr. Hess. Then, when they were converted they were converted in 
such a way that your new specifications were really drawn because of 
the conversion of this 1,040 units; is that correct ? 

Colonel Baker. No, sir. 

Mr. Hess. Well, aren’t the 1,040 units exactly the same as the 629? 

Colonel Suuter. No, sir; they are not. 

Mr. New. They are two entirely different units. 

Mr. Harpy. Can you mount the 1,040 units on the truck ? 

Colonel Baker. Yes, sir. 

Mr. Harpy. Is that an integral unit, with the motor and com- 
pressor all built in one, or is that a motor hooked on to a compressor ? 

Colonel Baker. A motor hooked on to a compressor. 

Mr. Hess. Let’s go still further, then. Now you have another con- 
tract that was awarded for 347. That was to a different company. 
Is that on the same specifications of the 685 and 629 4 

Colonel Suure. With very minor modifications, yes, sir. 

Mr. New. But no technical changes, I am sure. 

Mr. Hess. Very minor modification and no technical changes. 

Mr. New. That is right. In fact, the unit that was procured under 
this contract for 347 is an entirely different type unit from the pre- 
viously procured 629 or the 685 that are under contract. 

Mr. Hess. Now that brings me up to this present order, which you 
propose to place, I think it was on April 22, for 350. 

Why was not any other company given an opportunity to bid on 
that award or on that contract? There was a company, the Davey Co., 
which had furnished, or rather had entered into a contract with the 
Army to build 347 units, which were practically the same, as you say, 
with the Le Roi, but were not permitted to bid for the 350 units which 
the Army proposes to buy now. 

Colonel Baker. They are not the same. 

Mr. Pearson. Let’s stop carefully to be certain that we understand 
altogether that the Davey compressor is not similar to the Le Roi 
compressor. 

r. Hess. I understood it was on the same specifications. 

Mr. New. Yes, sir, but my point is this particular specification 
was what we will say is a wide-open specification, being broad enough 
to let any particular design come in. 

Mr. Pearson. They specified the performance. 

Mr. Hess. It specified equal or better, or something of that kind. 

Mr. New. Yes, sir. 

Mr. Pearson. It specified the requirements with regard to per- 
formance, as to fuel and weight, and so forth. 

Mr. Harpy. Can the Davey compressor be mounted on this truck? 


1 
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Colonel Baker. Yes, sir. 

Mr. Harpy. It can. Mr. Chairman, if I might come right in on 
the line you were developing. I understand you based your decision 
to standardize on the Le Roi compressor on the fact that you had built 
up through your procurements a considerable quantity of the Le Roi 
compressors; is that right? 

Colonel Baker. Right. 

Mr. Harpy. According to the statement which General Allen made, 
the engineers recommended a standardization of the Le Roi compres- 
sor December 31, 1952. Was that after your second procurement had 
been made? 

Mr. Pearson. January 19, 1952, was the second procurement date. 

Mr. Harpy. So your second date was in January. So you then 
had in effect taken action to build up a population of these compressors 
which, if the population is given major consideration, would have 
forced standardization on that particular product. 

Mr. Pearson. Population was given major consideration, for ob- 
vious sound reasons. The suggestion that as long ago as a year and 
a half a program or conspiracy to defraud Davey of this ultimate busi- 
ness is to credit us with foresight that we don’t possess. The normal 
workings of our procurement practices assign the first contract to 
Davey because he was the lowest responsible bidder. 

The second contract was assigned to Davey for the same reason. 
The third contract—— 

(Chorus of “No.”) 

Mr. Pearson. I said Davey, I mean Le Roi, excuse me. 

To Le Roi in the first case, for the reason he was the low bidder. 
To Le Roi in the second case because he was the low bidder. And to 
Davey in the third case because he was the low bidder. 

Mr. Harpy. I understood in the second case there was no competi- 
tions, was there? 

Mr. Pearson. These were the bidders in the second contract, dated 
January 19, 1952, for 685 compressors. The Le Roi Co. bid $6,300 
even. Davey compressor bid $6,330 even. Worthington Pump & Ma- 
chinery Corp. bid $7,205.82. The Joy Manufacturing Co. bid $7,- 
917.80. And the Air Flow Compressor Co. bid $10,425.80. 

Mr. Hess. Quite a difference. 

Mr. Pearson. Yes, sir, not an uncommon spread though, in our 
daily buying. 

Mr. Harpy. Now, let me raise this question. You have listed here 
five bidders on the second procurement. Was Le Roi the only one that 
was an integral unit ? 

Mr. New. I think so, but I am not positive, I think that was the 
only company providing the integral unit. 

Mr. Harpy. Then at the time it was decided to standardize on the 
Le Roi equipment, how many of these Le Roi units, integral units, 
were actually in use in the field ¢ y 

Mr. Pearson. We promised this morning to obtain that information 
for you. 

Mr. Harpy. That is not exactly the way it was asked this morning, 
T don’t think. 

Mr. Pearson. That is exactly what we promised to give, anyway. 

Mr. Harpy. Then I will just withhold that question and try to put 
it in another way, which I hope will be such that it can be answered. 
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_In deciding on the performance of this Le Roi unit, was that deci- 
sion based primarily on the operation of this unit in the plant of 
Le Roi Co., or was it based on actual field experience? Bear in mind 
Tam talking now about the integral unit only. 

Colonel Baxrr. It went through extensive tests, all the tests that 
we prescribe to determine whether or not it can meet the performance 
requirements. 

Mr. Harpy. In the field or in the factory ? 

Colonel Baxer. In the factory or in the testing laboratories. Tt was 
also in the field at the time, in use, and had proven, for the time it 
had been in use, satisfactory. 

Mr. Harpy. In the field, in a limited way? 

Colonel Baxer. As Mr. Pearson said, we do not have at the moment 
the exact number of these units that were in the field at different loca- 
tions at that particular time. 

Mr. Harpy. Do you know the annual rate of production of these 
units by Le Roi? 

Colonel Baker. I think they have gotten up to hundred amounts, 
or so they say. 

Colonel Suure. They can produce about 100 a month. They are 
held up in production by chassis. 

Mr. Harpy. That is the reason I raised that question. And I am 
not sure it depends on the orders, because it took them a year and a 
half to fill the first order of 629. 

Now, since the first order was not filled until February of 1953, 
and since the rate of production would be expected to have been in- 
creasing in the latter part of 1952 as the experience went along, it 
would appear that a number of these units actually in the field must 
not have been so great at the time the decision was made to standardize 
on them. 

Colonel Baker. We don’t have the exact figures at the moment. 

Mr. Harpy. And do you know whether these integral units have 
even as of now been put into actual service in various geographical 
locations? 

Colonel Baker. They have been put into service, but we will have 
for you—we don’t have now—the numbers in different geographical 
locations, 

Mr. Harpy. So you do not know whether at the time the recom- 
mendation to standardize was made, there had been any actual proven 
performance of this integral compressor in Alaska, in Europe or 
elsewhere? You mentioned Korea. I eliminated that on purpose. 

Mr. New. Might I see if I can clarify this a little bit? We had 
extensive tests that, in our judgment, proved the suitability of the 
unit for the purpose intended, and compliance with the specification. 
Not only did we test this unit under controlled simulated ambient 
temperatures of 125 degrees, but we also conducted cold-room 
tests, starting tests of this unit by putting it in a cold room, drawing 
it down, cold soaking it to minus 25, and then to minus 31, and actually 
starting and operating the equipment, which is about as conclusive a 
test as you can get, unless you want to take the unit out someplace 

Mr. Harpy. Until you put the unit in the field, that is as conclusive 
a test as you can get on it. 

Mr. New. That is right, but you can’t always get to a place with a 
minus 25 temperature. You have to resort to that type of testing in 
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the laboratory rather than to try to ship your equipment out and g° 
to the time consuming test procedure that is required to get to the 
cold areas. 

Mr. Harpy. I recognize that testing facilities are available to serve 
a lot of purposes, and I can see how they can serve as a guide to what 
you can expect in the field. But here we are taking an action of 
standardizing a product that has never been used in the field, never 
been used under the extreme conditions that the Army is going to have 
to use it. 

It may be perfectly fine. Maybe laboratory tests will bear fruit 
100 percent. So often they don’t. Personally, I would feel better 
if we had had some experience to go on of actual use. 

Mr. Hess. It appears as though we are standardizing on an 
experiment, 

{r. Harpy. That is what it looks like. 

Mr. New. We do not feel so—— 

Mr. Harpy. Quite obviously you don’t. If you did, you wouldn’t 
have done it. 

Mr. New. Yes, sir; that is right. But I would like to say that a 
controlled laboratory test on certain types of mechanical equipment 
is far more conclusive than you can get in many years of operation 
in the field under normal conditions. 

(Statement off the record.) 

Mr. New. Yes, sir. But I say on mechanical equipment, you can 
get tests in a relatively short period of time that is more dependable 
and conclusive than you can get over a long period of time in normal 
field use. 

Mr. Harpy. Normal field use is what you are really looking for. 
That is what counts. 

Mr. New. Yes, sir. By that I mean you can get a unit that will 
pee all right over the normal field use maybe for several years, 

ut to meet the specific requirements that you put it through in the 
laboratory test, it might fail in a very short time. 

Mr. Hénerr. My impression this morning when Mr. Pearson was 
testifying was that he made a point of the field reliability of this 
machine and certainly with some pride suggested that Colonel Baker 
would be here to tell us about the machine. 

Now we learn the machine hasn’t been in the field. 

Colonel Baxer. It has been in the field. 

Mr. Pearson. We have not learned that, please. I don’t know how 
to convey to you the information that it is our desire to present to 
you. Within the last 15 or 20 minutes Colonel Baker has said that in 
Korea this equipment is in use and is satisfactory. 

Colonel Baker. Yes, sir. 

Mr. Héeerr. I know. But now the other witness says he has been 
relying on the laboratory tests. 

Mr. New. Oh, no, sir. 

Mr. Héserr. I wanted to get it cleared up. 

Mr. New. No, sir. All I want to convey is you should not take 
lightly the laboratory tests that have been performed on equipment. 

Mr. Harpy. I don’t take lightly the laboratory tests, but neither do 
I want to accept as final and conclusive laboratory tests on a product 
that Iam going to standardize on if it hasn’t been tried in the field. 

Mr. New. That is right. I think that is very sound. 
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Mr. Harpy. That is just exactly my point. And I want to make 
this observation in connection with what Mr. Hébert has just said. 


Frankly, I got a very misleading impression from Mr. Pearson’s testi- 


mony this morning in connection with the amount of use in the field. 

Mr. Hésert. I did, too. 

Mr. Harpy. We are learning that actually they haven’t been tested. 
And I understood indications that there were over a thousand of these 
things in use in the field, proving they were highly satisfactory. 
When we boil it down, we find out we are talking about the 1,040 
converted, which are not similar to this unit at all, in that they are 
not even an integral unit. 

Colonel Baker. Right. 

Mr. Harpy. So I don’t think Mr. Pearson intended to mislead us, 
but he certainly did mislead me. 

Mr. Netson. You say in the initial stages of this procurement you 
had seven manufacturers submit possible compressors / 

Colonel Baker. Seven. 

Mr. New. That was prior to the actual negotiation’ This is when 
we were attempting to find out 

Mr. Netson. [ understand that. But in making those tests did you 
compare the various models of compressors from the standpoint of 
efficiency and economy ? 

Mr. New. Yes, sir. The cubic feet of air produced per pound of 
fuel was one of the economy features that was considered. 

Mr. Netson. And was the Le Roi compressor superior to all the 
others 

Mr. New. Oh, no, sir. I do not think it was. In fact, I am reason- 
ably sure it was not. 

Mr. Netson. So some of the other compressors were probably 
superior to the Le Roi model? 

Mr. New. On that one particular criterion, yes. 

Mr. Newson. So after you prepared the military specification or 
the invitations for bid, whatever it was, your determination thereafter 
was made on the basis of the low bidder ? 

Mr. New. Yes, sir. 

Mr. Netson. Rather than on the basis of the quality of the 
product ? 

Mr. New. Yes, sir. There was no particular desire to get Le Roi 
compressor, and these specifications that were used did not in any 
way point to that type of compressor. It was purely a matter of 
having a specification that called for what we knew based on this 
experience of testing we could get from the commercial concerns. 

It was not intended and not desired in fact that we get any particu- 
lar model at that time. It was a matter of getting any one of several 
units, as long as they met the minimum performance requirements. 

Mr. Netson. So the Le Roi compressor was initially selected as a 
compressor which was adequate for your needs, met your minimum 
requirements, and was the low bidder under the invitation to bid? 

Mr. New. It was—I think that statement is correct, if I understand 
it. 

Mr. Netson. Then, Mr. Pearson, that points up a question in my 
mind which I think we have to resolve in this whole problem. If 
population is to be the sole—one of the major factors in determining 
any standardization, how are you ever going to get a compressor in 
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that is an improvement in economy and efficiency on the one that is 
overpopulated in the military forces? 

Mr. Pearson. It has to be a substantial improvement to justify itself 
under the rules to which General Allen testified and outlined for you 
earlier. 

Mr. Netson. Well, in other words, any new invention or any cheaper 
invention would have to show enough saving to justify your placing it 
in over the 

Mr. Pearson. Yes, sir, the basic economics of arithmetic being the 
rule that applies. 

Mr. Netson. You noted in this hearing that the Army is using 105 
CFM, 210 CFM, 315 CFM and indicated there was a five or six hun- 
dred CFM, is that right ? 

Colonel Baker. That is right. 

Mr. Netson. Does that comprise all the models that the Army is 
using 

Colonel Baker. All with the field forces 
We have 55 cubic feet, too. 

Mr. Netson. In this hearing today are we only talking about 210 ¢ 

Colonel Baker, 210’s, yes, sir. 

Mr. Netson. Now, who manufactures the other compressors / 

Colonel Baker. All these manufacturers manufacture most all the 
types. 

Mr. Pearson. We do have an inventory of Army ownership for 
105, 210 and 315. 

Colonel Baker. 105, the ones shown in the inventory: Ingersoll, 
Rand, Joy, a small number, Le Roi, a small number by Sullivan and 
Worthington, and some 600 make and model unspecified, that is they 
are out in the field and we don’t know what make or model they are. 

Mr. Netson. Now, does the Army intend to standardize these other 
types of compressors ? 

Colonel Baker. We have already standardized the 55 cubic foot per 
minute air compressor. 

Mr. Netson. Who makes that? 

Colonel Baker. Worthington and Ingersoll Rand. 

Mr. Netson. And there is no interchangeability of parts between 
these types / 

Colonel Baker. No, sir. Between the different—there are some, 
yes, sir. 

Mr. Netson. Where would it be? 

Colonel Baker. Well, it would vary for each. Each particular 
manufacturer’s line of compressors would probably vary in the per- 
centage of spare parts that is interchangeable between the 105, the 
210 and 315. 

Mr. Netson. Do all of these use different motors? 

Colonel Baker. I couldn’t answer that offhand. They might use 
different motors. Probably do. 

Mr. Netson. Do they all use the same type of fuel? 

Colonel Baker. Yes, sir, all we are talking about. 

Mr. Netson. All use gasoline. How about the 105 CFM’s? Are 
you standardizing those / 

Colonel Baker. We have not yet. 
Mr. Newson. The 315? 
Colonel Baker. We have not yet. 


we have smaller ones. 
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Mr. 500? 

Colonel Baker. No, sir. 

Mr. Netson. Do you plan to standardize those ? 

Colonel Baxer. We plan on continuing with a program of standard- 
ization. We have taken no steps at the present time, to my knowledge, 
to start standardization procedures on the 105 or the 315. 

Mr. Netson. In the types where there is some interchangeability of 
parts, would it be indicated that you would have the same manufact- 
urer for those different types 

In other words, if there is an interchangeability of parts between 
the 210 and the 315, would it be indicated that Le Roi should manu- 
facture both of them? 

Colonel Baker, Yes, I think so, I think if vou were standardizing 
a 515 compressor after having standardized a 210 that you would 
look at the possibility of interchanging parts between the two units. 
I think from the general run of the interchangeability, that that 
would not probably be a determining factor because the interchange- 
ability would probably not be enough to swing it one way or the 
other. 

Mr. Hess. Colonel, Mr. Nelson asked you about the use of moters. 
Do you use separate motors, on the 55’s¢ Or is it an integral part 
of the compressor? 

Mr. New. Oh, that is separate. 

Mr. Hess. What about the 105’s? 

Mr. Hinz. Integral. 

Mr. Hess. I presume then it is manufactured by Le Roi? 

Mr. Hitt. Schramm. 

Mr. Hess. There are other manufacturers who manufacture the 
integral unit? 

Mr. Hinz. Oh, yes, sir. Four manufacturers. 

Mr. Hess. You haven't standardized on 105’s yet, as I understand. 

Colonel Baker. Yes, sir. 

Mr. Hess. But the 55’s you have standardized on ? 

Colonel Baker. Yes, sir. 

Mr. Hess. And that has a separate motor, which is a separate unit ? 

Colonel Baker. I believe so, yes, sir. 

Mr. Hess. Now, what about the 315? Is that an integral or a sepa- 
‘ate motor or separate compressor ¢ 

Colonel Baker. That is a separate motor as far as I know. 

Mr. Hess. What about the 500’s and 600’s ¢ 

Colonel Baker. They would be separate. 

Mr. Hess. Those are diesel, the 500 and 600? 

Colonel Baker. I would say when you get up to that size, they 
probably would be diesel. 

Mr. Hess. So the parts from those would not be interchangeable 
with the gasoline-driven motors ? 

Mr. Hitz, The engine would not be, but the compressor would be. 

Mr. Hess. I am not talking about the compressor. 

Now are the parts or motors interchangeable in the 55’s, the 210’s 
and the 315’s that you have? Could you use the same gasoline motor 
to drive the compressor on a 55, a 210 or a 315? 

Colonel] Baker. As a general answer, no, sir. 

Mr. Hess. I see. It requires a stronger motor as you go up on the 
compressor ? 
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Colonel Baker. Yes, sir. 

Mr. Harpy. Are the Schramm and all other integral compressors 
made with a common crankshaft ? 

Mr. Hitt. Yes, sir. 

Mr. Harpy. It is one crankshaft that served the motor and the com- 
pressor 

Mr. New. It is the same as a V-8 engine, say, with one bank of 
cylinders forming the compressor portion and the other bank of 
cylinders forming the power portion of the engine. 

Mr. Hiti, You have it both ways. 

Mr. Harpy. The only thing I was trying to get at is the terminology 
of integral, whether we all meant the same thing. 

Mr. Hess. So there is no opportunity or no possibility of difficulties 
connecting the motor from the compressor ¢ 

Mr. New. No, sir. There is relatively no occasion to with that type 
of unit. 

Mr. Hess. I mean you couldn’t use the motor for any other purpose 
except to drive that compressor, is that all? 

Mr. Hux, That is not correct, sir. The 105 integral compressor and 
engine unit is used in 2 tractors today on the market. 

Mr. Hess. While the motor is being used, the compressor is not be- 
ing used, then, is that correct ? 

Mr. Hinx. The pistons are going up and down, but they are not com- 
pressing air. 

Mr. Hess. It seems like a wasteful proposition, doesn’t it / 

Mr. Hitz, It depends on what you want to use the tractor for, sir. 

Mr. Hess. Well, your parts are wearing, aren’t they, in your com- 
pressor not being used ¢ 

Mr. Hitz. That is right. 

Mr. Harpy. If you got a tractor you can use part of the time and 
a compressor vou can use part of the time it keeps you from having to 
use two machines. 

Mr. Hess. All right. 

Mr. Heéserr. Colonel, you said you would standardize the 55's. 
When was that standardized ? 

Colonel Baker. The 7th of April 1953. 

Mr. Hésert. Just recently standardized; is that right, sir? 

Colonel Baker. Yes, sir. 

Mr. Heéserr. Did I understand you to say correctly that 2 people will 
manufacture the 55? 

Colonel Baker. That is correct. 

Mr. Héserr. Why the change now? 

Mr. Hess. That is competitive bidding. 

Mr. Héverr. That is competitive bidding. Ingersoll and Worth- 
ington, I think you said, manufacture the 55? 

Colonel Baker. That is correct. 

Mr. Hénerr. Then you have the element of competition in it. Why 
was that philosophy changed now on the 2107 Why don’t you fix it 
so you can have the competitive bidding ? 

‘olonel Baker. Well 

Mr. Courrnry. May I ask a question right there? The standardi- 
zation on the 55 was not the standardization under the emergency pro- 
visions of section 2 (c) 13. 


PROPOSED STANDARDIZATION OF 210 CFM COMPRESSORS 61 


You don’t have a single contract such as you are asking for on the 
210. 

Colonel Baker. Well, that standardization per se is not limited to 
one manufacturer. 

Mr. Hévert. Why did you change the style on the 210, and not the 
5d. Why didn’t you resort to the same clause in the regulation ¢ 

Colonel Baker. You had both units in the system, and about equal 
in parts and numbers ¢ 

Mr. Hotianp. Yes; that is right. We had both of them in the sys- 
tem. 

Mr. Nevson. The parts are interchangeable between the products 
of the two manufacturers. 

Colonel Baker. I would say not; no, sir. 

Mr. Héperr. Why did you change in the type of system / 

General ALLEN. May I pursue that? 

Mr. Héperr. I would like you to. 

General AtLeN. You had spare parts for both. You had a reason- 
able population for both. You had technical manuals for both which 
told the soldier how to repair them. 

Mr. Hess. You haven't standardized, though, have you. 

General ALLEN. You standardized on 2, but there are more than 2 
manufacturers that can make the 55. But you standardized on 2 be- 
‘ause of a comparable population, a population of spare parts in the 
supply system, and the decision to standardize on 2 is then standardize 
on 1 for Europe and 1 for the Far East, remembering now that we 
only standardized for these items for combat and we are not thinking 
of standardizing for the little bit that would be used in the zone of 
the interior. 

So your standardization isn’t necessarily standardization limited 
to 1 model of 1 manufacturer, but maybe 2 when you have 2 major 
theaters of operation or projected theaters of operation. But there 
are more than 2 manufacturers, there are more than 2 people that 
could manufacture the 55. 

Mr. Hess. But only 1 person can manufacture the 210, 

General ALLEN. You merely set on 2 because you could rationalize 
on the establishment of 2 because of the population of the end item as 
well as the quantity of spare parts, and the technical manual. 

Mr. Hess. But still the fact remains that only 1 can manufacture 
the 210, that you do not have the element of competitive bidding, 
whereas on the 55 you do have the element of competitive bidding. 

General ALLEN. For the reasons which have been outlined here. 

Mr. Hépertr. Regardless of what reasons, you are dead, whether a 
25 bullet killed you ora 45, 

Then the facts in the case are that in the 55 you do have the element 
of competitive bidding and in the 210 you do not have the element of 
competitive bidding. 

That is correct ; isn’t it? 

Mr. Pearson. I would prefer to prepare myself more thoroughly on 
the 55. Iam not prepared to discuss it. 

Mr. Hésertr. No matter how you discuss it, Mr. Pearson, that fact 
would still come out. Two and two still make four. 

Mr. Pearson. I don’t believe that you can extend logic, from the 
fact that it is considered advisable to standardize on 1 manufacturer on 
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1 item, that it is necessary to standardize on 1 manufacturer on all 
items. 

Mr. Héserr. We are still in the area of a certain type machine. We 
are discussing air-compressing machines. We find in 1 case standard- 
ization has been reachieved to your satisfaction, the satisfaction of the 
Army, in the 55, and in achieving that standardization you did not 
rely on a certain section of the regulations to negotiate under so-called 
negotiated competitive bids, whereas, on the other, where it is limited 
to the exclusion of competitive bidding, that regulation was relied on, 
and it comes up there is only 1 man that can build the machine. 

Mr. Pearson. We have not said that only one man can build a 
machine. A number of manufacturers can build it. For the reasons 
we have stated, we have explained why we chose Le Roi and decided 
to use them for our standardization, 

Mr. Héserr. And they have the exclusive rights to building that 
machine and you propose to give it to them for 5 years, to the exclu- 
sion of anybody else. 

Mr. Pearson. Let me speak again, a minute, to the 5-year point. 

The Army proposes to undertake a contract with the Le Roi Co. 
by the terms of which the Army does not contract to buy a quan- 
tity of anything beyond that which is in the immediate procurement— 
the 350 here testified to. 

The manufacturer, in this case Le Roi, does undertake for a period 
of 5 years to supply the Army needs or failing capacity to do that to 
license free other manufacturers to supply the Army needs for the 
purpose of accomplishing standardization as we have discussed it. 

We will in this initial procurement, by 350 units, because that is our 
immediate requirement. 

Not any are in the budget for fiscal 1954. What we buy in 1955, 
1956, fe 9 1957 is now unforeseeable. If we were to choose to buy 
210 air compressors from a totally different manufacturer in 1955, 
there would be no single word in the contract with the Le Roi Co. 
which would prohibit us from doing that or prevent us or retard us 
or anything. Weare only saying, quietly, that, “In the light of every- 
thing we know now we like your product, we would like to buy it, we 
would like to have you give us these considerations, and we would like 
to work out with you, Mr. Le Roi, a price formula so that for 5 years 
the basis upon which our price can be determined is established in 
advance, so that we don’t find ourselves standardizing in this sense 
with a manufacturer who will hold us up for repair parts or for addi- 
tional procurements in a span of time in the cameliaely forseeable 
future.” 

Now, in the sense that this obligates the Army to buy anything 
beyond the initial procurement from that man, nothing could be fur- 
ther from the truth. In the first place, we have no money with which 
to buy it until from year to year it is appropriated, and in the second 
place, it would be, I believe, imprudent to close both eyes and drive 
through a span of time where we were left, bound hand and foot, with- 
out latitude of any kind at all. 

We have carefully worked out a formula of contract which I would 
be very happy to sabeat for the consideration of the committee, which 
I believe retains for the Army all of the flexibility and advantages 
which can be retained for the Army, while accomplishing for the 
Army all of the protections which can be accomplished for the Army 
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in the way of a responsible manufacturer agreeing to perform in meet- 
ing our requirements or license-free somebody else who can and a fixed 
clearly defined formula for the establisment of prices for the next 
5 years. 

Mr. Hess. There is no limit, though, as to the amount or the num- 
ber of these compressors that you might buy after you once had signed 
the contract, except as for the appropriations you get. 

Mr. Prarson. Except for the initial procurement, which is in this 
ease 350. 

Mr. Hess. No. I mean this, that in 1955 you could go to the appro- 
priations committee and say, “We have to have 1,500 of these 
compressors.” 

Mr. Pearson. That is right. 

Mr. Hess. Now, under the contract, you buy the 1,500 from Le Roi. 

Mr. Pearson. No. Under the contract, we buy the 1,500 from any- 
body we want to buy this from if we chose 

Mr. Hess. You have a contract with Le Roi for 5 years, have you 
not ? 

Mr. Pearson. Not binding in the sense that we undertake to the 
exclusion of all others to make all awards directly to Le Roi. 

Mr. Hess. Do I understand, then, that under the terms of the con- 
tract, after this first award here of 350 units, that in the event that 
you find it necessary to purchase additional units in the next fiseal or 
following fiscal year, that you would negotiate again with various 
companies 

Mr. Prarson. If something in the meantime, some new product in 
the meantime has come up, or some new technical development of the 
laboratory, or research development, which outweighed in advantage 
the existing advantage of the established pipeline, there is nothing in 
the contract with Le Roi to restrain us from availing ourselves to it. 

Mr. Hess. Who decides that? 

Mr. Héperr. You put the stopper in the pipeline, when you say if 
something comes up. 

Mr. Pearson. Yes, sir. 

Mr. Hésertr. And just a minute ago you said it would have to be 
something drastic. 

Mr. Prarson. Yes,sir. As I testified in response to this gentleman’s 
question, it would have to stand the solid reality of economic arith- 
metic. 

Mr. Héserr. And to all intents and purposes, Le Roi has the exclu- 
sive contract ? 

Mr. Pearson. Interpret it as you wish. 

Mr. Héverr. Regardless of the words used or regardless of the ex- 
planation. 

Mr. Pearson. I am perfectly happy to submit to the committee a 
copy of the form of contract we intend to use. 

Nir. Héserr. You can answer the question, in just this case. Sup- 
posing, as Mr. Hess has suggested, 5 years, 4 years because you say 
there is none in the 1954 budget, in 4 years you wanted, say “X” num- 
ber of compressors. You would under your contract and the under- 
standing you have under your contract give that contract to Le Roi. 
Unless there was something drastic had been developed in another 


field. 
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Mr. Pearson. Unless there was an advantage to giving it to some- 
body else. é 

Mr. Hinerr. Certainly. Would you seek somebody else to bid on 
that machine 

Mr. Pearson. Would you advocate that we buy on any other basis, 
then ¢ 

Mr. Hinerr. No. Iam going to go along with you. I want to go 
slong with you and say that you have a very fine contract with Le Roi, 
if it is under the terms that you say. But then I am going to stop, 
when you put the “if” in it, 1f there is something drastic. The “if” 
is your stopper in the pipeline. The “if” gives to Le Roi the exclu- 
sive production. Now you have a good contract advantageous to the 
Government if under that contract when you want 100 more or 
X number more compressors you then go into the open field and 
negotiate a competitive contract, the same as you negotiated this one 
to build that specific machine. If that is standardization, in that 
light as I have explained it, then Iam all for you. But the minute 
that you standardize and give to one the exclusive right to produce, 
then you are cutting off competition. 

Mr. Pearson. We have chosen the policy, which I am going to be 
frank and say I will no longer advocate, I mean that in this way, 
that after a considerable period of the closest analysis, after a full 
understanding of the objectives we are trying to reach, we came up 
with what we thought was the best solution among a number of very 
perplexing problems and we represent or illustrate that with the Le 
Roi thing that we are talking of here today. I thought it was sound. 
If it were my business, as I said, I would do just exactly this, without 
a second thought to these other things. 

Mr. Hess. Of course, you can do in private business a lot of things 
that the Government can’t and should not do. 

Mr. Pearson. That is right. But I sat through too many and have 
experienced too many instances of abusive treatment of the Army for 
not doing business-like things that caused me to say what I said earlier 
in the day on this particular thing. We want to do it in a business- 
like way for a business-like purpose of saving an astoundingly large 
sum of money for the Army. 

Mr. Hess. We commend you for that. We are all for you. 

Mr. Pearson. We are stopped in that. We are stopped cold. The 
program is at a halt. So I will not advocate or defend the program 
any further, only to explain in answer to your question that the kind 
of an advantage which would have to exist to make my successors’ 
successor in all probability consider an award to someone other than 
Le Roi would have be be something substantially greater than the 
happenstance of chance of competitive price bidding. It would have 
to be some engineering development, some research development, some 
new and almost revolutionary thing which would accomplish that. 
It will not be done by any conceivable degree of price difference as 
between one manufacturer and another, making more or less the same 
kind of equipment, to serve more or less the same ultimate purpose. 
Because no one with any understanding of the cost of maintaining our 
supply system would ever take or choose to needlessly duplicate that 
entire system to inject another line of merchandise, another line of 
end item merchandise into the system. It cannot be done on price, 
believe me. 
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Mr. Hénerr. Just one other observation there, because I am rather 
taken aback by your sudden—perhaps the word retreat is a bad word, 
but today you told us we have to have courage and now I expect you 
to fight with that courage all the way through. Now, I take you to 
say you finally tossed in the sponge and said, “Well, we are going to 
get resistance all down the line, what the hell is the use of me keeping 
on fighting. Let’s give it to them the way they want it.” 

Now, I say this: If we were to pursue our course, and we are all on 
the same team, but now if you throw it out to competitive bidding 
and then the other fellow can’t come up to beat the Le Roi price, then 
you certainly justified the open competition. Now, you are in a 
field there that is a field that you know a great deal about. Yet, 
this committee sits up here and we get it from everywhere. We get 
it from the whole 48 States. And we get it from the little fellow who 
is probably going out of business if he doesn’t get a contract. And 
we are getting it from another fellow. We are trying to rationalize 
these things. We are certainly not throwing in the sponge. 

Mr. Pearson. What I meant was: I have tried, in these some 4 
hours, because the territory to be covered is very limited and very 
small and the considerations are broad principles and easily described, 
in every way I know to convey my complete understanding of the 
advantages and reasons of doing the thing that we undertook to do. 

Mr. Hénerr. We do it. And rightly you have in the 55’s where 
you have the competitive bids, and you come up with the 210’s and you 
don’t. 

Mr. Pearson, I am not prepared to talk about the 55. If instead 
of 2,000 we have 10,000 55’s in our system and we have large require- 
ments each year—remember, I am saying if, hypothetically—we 
couldn't load that on 1 manufacturer and must go to 2. If then our 
supply system is heavy in spare parts of this manufacturer and this 
manufacturer and if we need two manufacturers to fit our purpose, 
that is the place and the way to do it. 

Now, I have all the facts on 55 and on anything else you desire, be- 
‘ause that is my business and I study them. If we have made a mis- 
take there is nobody in the Army that will more quickly recognize it 
and move to correct it than Iam. If it is a sound thing 

Mr. Netson. Mr. Pearson, as a matter of fact, if it is the way the 
General described it, you are not getting competitive bidding on the 
55's, because you are allocating 1 to Europe and 1 to the Far East 
and each manufacturer gets the business on each section. 

Mr. Pearson. I think this, based on 34 years of successful mer- 
chandising experience and a year of Army merchandising experience, 
that the most costly fiction I have ever seen is the assumption that 
competitive bidding is intelligent bidding in the sense in which we 
conduct it here. It is not at all. I think it is itself the fountainhead 
of more buying mistakes than any other single thing we do. 

Now, I understand the matter of public interest and I understand 
that as a public buyer one has limits that he doesn’t have as a private 
buyer and the use of private funds. I am not attacking the system, 
because I understand why it exists the way it does. 

I am in this Le Roi matter advocating an intelligent adaptation of 
this system as provided by the applicable laws. 

Mr. Héverr. Interpreted—as applied by the interpretation of the 


applicable laws. 
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Mr. Pearson. We believe we are right. 

Mr. Héverr. Of course, it is your interpretation against ours. 

Mr. Pearson. Yes, sir. We submitted a brief which has gone to 
the record without comment which supports our viewpoint. 

Mr. Pearson. On October 4, 1952, in a memorandum addressed to 
the Chief of Staff, General Clark advocates in the strongest terms pos- 
sible as a military commander in a theater of action that we do the 
things that we are here today considering. : 

I would like, if you woul permit, to introduce into the record the 
full context of General Clark’s letter, where he treats in some detail 
and makes some solid recommendations as viewed from the angle of 
a military commander in an active theater. 

Mr. Hess. We would be glad to have them. 

(The information is as follows :) 


HEADQUARTERS, Fan FAST COMMAND, 
OFFICE OF THE COMMANDER IN CHIEF, 
October 4, 1952. 
AF 400 (October 4, 1952) CE 
Subject: Standardized Procurement of Corps of Engineer Equipment. 
To: Chief of Staff, United States Army, Washington 25, D. C. 

1. Maintenance support of engineer equipment in this theater is becoming in- 
creasingly more complicated by the continuous receipt of a large variety of makes 
and models of Corps of Engineer equipment from new procurement. This matter 
is considered of such importance as to receive your personal attention. 

2. Maintenance and spare-parts-supply operations for Corps of Engineer mate- 
riel is ordinarily extremely complex in nature due to the large variety of types of 
equipment to be supported. This complexity has been increased by the receipt in 
this theater from new procurement of many varied makes and models of equip- 
ment within a given type to the point where a disproportionate share of the over- 
all available manpower is required for its support. Examples of multiple makes 
und models within a given type present in the theater are— 

(a) Twenty-one separate makes and models of truck-mounted crane shovels. 

(b) Nine separate makes and models of motorized graders. 

(ce) Five separate makes and models of 5-kilowatt electric generators. 

3. The conditions obtaining from the receipt of multiple makes and models are: 

(a) Excessive spare-parts-stockage requirements. 

(b) Extremely high equipment deadline rates awaiting parts due to the in- 
ability of spare-parts-supply activities to forecast and stock all required parts. 

(c) Excessive personnel requirements for the maintenance of adequate spare- 
parts stocks. 

(d) Receipt of equipment which does not provide the fundamental military 
characteristics of simplicity, ruggedness, and dependability and therefore causes 
excessive deadline rates with accompanying requirements for supporting mainte- 
nance personnel, 

(e) Cannibalization of parts from deadlined equipment for use on other 
equipment. 

4. The conditions noted in paragraph 3 above can be further aggravated by 
slow procurement and delay in shipment of “concurrent spare parts.” 

5. It is believed that the procurement of multiple makes and models of a given 
type is caused by current procurement policies which require purchase from the 
lowest bidder and prevent standardization. A change of this policy to allow 
standardization would result in large savings of personnel and money and would 
increase the military effectiveness of engineer troops. Under current procedures 
a saving of a few dollars in purchase price often results in an unnecessary ex- 
penditure of many thousands of dollars for additional-parts-stockage require- 
ments, additional personnel requirements, and equipment deadline time. 

6. It is recommended that current procurement policies be revised to allow the 
Corps of Engineers to standardize on makes and models of equipment and that 
all procurement be based on the following general principles: 

(a) The Army should be supplied with equipment of tried and proven make 
having known low maintenance costs. 

(b) The number of makes and models of a given type of equipment should be 
held to a minimum. 
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(c) No equipment should be placed in the hands of the user until it is backed 
up with adequate parts support at all levels. 

(d) Parts must be procured before equipment is accepted for delivery in order 
to allow time for stockage at all required levels. 

(e) Spare-parts support must be complete. 

Mark W. CLarK, 
General, United States Army. 

Mr. Héserr. That is no’ a new philosophy of the services. 

Mr. Pearson. No. I understand. And in the 1947 considerations 
of the Armed Services Procurement Act, there was an extensive area 
of discussion in a report prepared by Senator Byrd, which advocated 
strongly the adoption of the basic principles that we have tried to 
move under and toward the basic objectives that we have tried to ac- 
complish here. 

We think we are right. If we are wrong, we would like to have 
guidance toward a better way of doing it. We think it should be 
done. We think a program of such promising objective should not 
be stopped because the one chosen to do in an illustrative instance 
was from one part of the country or another, or one this or one that, 
or one something else. 

So to the extent that we have done this thing wrong, we will move 
to do it right. To the extent that we have if not wrong, can do still 
a better job with the things we have got, we would benefit from your 
advice on it. 

Mr. Hess. I presume that you are familiar with the feeling of the 
Small Defense Plants Administration with reference to this particular 
matter. I have before me a letter which was written to one of the 
members of the Armed Services Committee, Mr. Van Zandt, and they 
say: 

We are certainly in favor of standardization by the armed services, but are 
not in accord with any policy that will restrict standardized products to a sole 
source. 

Mr. Héverr. You see what we have to contend with. 

Mr. Pearson. I have the greatest sympathy. Everybody is against 
sin, and in favor of motherhood, you know. 

Mr. Heserr. American motherhood. 

Mr. Pearson. American motherhood, and will defend the FBI. 

Mr. Newson. Just like economy. Everybody wants to economize 
as long as it doesn’t hit them. 

Mr. Pearson. May I speak for just a moment on that point, off the 
record ¢ 

Mr. Hess. Yes. 

(Discussion off the record.) 

Mr. Hess. Mr. Courtney, I believe you have some questions? 

Mr. Courtney. Mr. Chairman, we had reached the point where the 
testing of this machine was being discussed, and I think you said, or 
did you state and is it the fact that the decision on the design and speci- 
fications of the proposed standard was based primarily upon a labora- 
tory test? 

s that correct, or not ? 

Mr. New. The performed specification that was used in the negoti- 
ated procurement was based on the performance that we were able to 
get icaghent this test program that I described. 

Mr. Courtney. Well, that is the laboratory test ? 

Mr. New. That is correct. 
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Mr. Courtney. Colonel, I think you were going to discuss the dif- 
ferent technical advantages that weighed in your decision to select or 
determine on this one type of machine. 

Colonel Baker. Well, I had reached the point where I was going to 
point out that the Le Roi compressor satisfies the criteria, the considera- 
tions that General Allen had mentioned this morning, in that it is a 
piece of technical equipment that is‘taken into the field with the troops, 
that is used by practically every troop unit that does in the sort of 
engineering construction work. 

Mr. Courrney. Well, what tense are you using? Are you saying 

Colonel Baker. Is. It is used. The 210 compressor is a standard 
piece of equipment, with divisional combat battalions, Army combat 
battalions, armored units, regular construction battalions, petroleum 
companies 

Mr. Courtney. In other words, 210-c. f. m. pressure at the tool is 
a common tool of the military forces; isn’t that right ? 

Colonel Baker. That is the workhorse. 

Mr. Courtney. Regardless of design. 

Colonel Baker. That is correct. 

Mr. Courtney. And regardless of manufacturer ; isn’t that correct ? 

Colonel Baker. That is correct. A limited period of years—that has 
been covered many times—5 years. Impact on mobilization require- 
ments. The Le Roi Co. is not capable of producing the full mobiliza- 
tion requirements. However, a license agreement has been obtained 
from the Le Roi Co. which provides that at such times the contractor is 
unable to produce the quantities required, the company will license 
other manufacturers to manufacture the product. 

Mr. Courtney. In other words, by reason of the contract, it is not 
proprietary item ? 

Colonel Baker. Well, he will license other manufacturers; stand- 
ardization may not be effected on initial procurement of commercial 
type items. This is not the initial procurement, as has been pointed 
out. There have been three procurements. The consideration of the 
components, spare parts, and so forth, in the supply system; that has 
been gone over I think many times. 

I will have with me statement charts which give those numbers of 
spare parts and so on that we have talked about. 

Mr. Covurrnry. Well, Colonel, since this 210 is a common tool both 
in the services and out of the services—in the services and in com- 
mercial practice, as you have stated, what is the comparative price 
of the 210 unit now among the manufacturers for commercial use as 
distinguished from the prospective price under this contract ? 

Colonel Baker. I would say that the unit that we buy basically, 
the price is about the same as the commercial unit. It is mounted 
on a standard 214-ton truck chassis, which is included in the contract 
price. 

Colonel Baker. The chassis is delivered to the manufacturers, and 
he delivers the completed unit, with the chassis furnished. 

Mr. New. Right. 

Colonel Baker. Do you know the comparative commercial price 
offhand ? 

Colonel Suurr. We have never taken the commercial price. 
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Mr. Courrney. You had never taken into consideration, Colonel, 
then, the price of a commercial unit producing 210? 

Colonel Suure. Well, I say we have no official price for it. We 
never purchased a commercial type unit. I think maybe Mr. Hill 
could give us some information. 

Mr. Hitz. The only thing that is peculiar about this machine which 
would force it to cost more money is the radio supression and fungus 
contrel which the military must have. I would estimate that to be in 
the neighborhood of $200 to $250. T can see no other reason why it 
should be more expensive than the commercial machine, of a com- 
parable type with the same tools. 

Remember, this price includes 2,000 pounds of tools. 

Mr. Courtney. Well, let’s eliminate the tooling. Let’s get a stand- 
ard of comparison which will be representative of the price of the 
commercial tool producing the same results, and the tool which you 
propose to buy. 

Take it with or without tooling, with or without air hose, with or 
without the jackhammer ? 

Any comparison that you want to make. Let’s carry it right on 
through, to be representative. 

Mr. Hint. As a rough estimate, I would say that the comparative 
price of a truck-mounted compressor complete with the enclosure and 
the toolboxes would be approximately $200 to $250 difference than a 
commercial unit as Pepco uses. 

Mr. Courrney. More or less ? 

Mr. Hitz. The military would be more. That is due to radio sup- 
pression and fungus control, 24-volt electrical system. 

Mr. Courrney. Well, are those three things the only difference 
between the commercial and the military type / 

Mr. Hit. Weight. 

Mr. Courtney. What advantage does that difference in weight have 
to the military, as distinguished from the commercial product ? 

Mr. Hitt. The commercial unit would normally be used on the 
improved roads and networks available, city streets, and that sort 
of thing. We have a mobility problem required in mounting of our 
unit for military use, and the truck chassis which we are required to 
mount this on, which is a standard in the Army, will not carry and 
support for mobility reasons more than 5,800 pounds. So our com- 
pressor and toolboxes and enclosure must weight 3,800 pounds maxi- 
mum for mounting on that chassis, as against 6,000 or 7,000 pounds 
for commercial use. 

Mr. Courrney. Well, with this difference in weight, how do you 
account for the price being the same? 

Mr. Hitz. Engineering. 

Mr. Courtney. What about metals? 

Mr. Hix. Lightweight metals will be utilized, and are being uti- 
lized by Davey in order to meet the weight requirement. 

Mr. Courtney. Let’s confine ourselves to price now and answer the 
same question. 

Mr. Hirt. It would cost very little more to produce a machine of 
lightweight capacity than two of heavyweight capacity, as is evi- 
denced by the tendency in industry today to furnish lighter and 
lighter machines. Fifteen years ago you couldn’t sell a 210 com- 
pressor commercially that didn’t weigh 6,000 pounds, because the 
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popular concept was in weight lies ruggedness. That is not true 
today, with the technological improvements in metallurgy. 

Mr. Courtney. Then I take it from your statement and the answer 
you have just given, that price is not a factor in considering whether 
you shall have a heavier or lighter machine ? 

Mr. Hitz. No, I don’t believe it would be. It would be a considera- 
tion but it would not be the determining factor. 

Mr. Courrney. You say the price so far as your experience is con- 
cerned is approximately the same ¢ 

Mr. Hu. I say that for this reason, sir, that both Davey and Le 
Roi intend and are putting these lightweight units in the commercial 
production line. 

Mr. Courtney. The other question is this: There were other manu- 
facturers mentioned here today—Ingersoll and Joy and someone else. 
Are they competitive on this particular tool, the 2107 

Mr. Hin. Jaeger, Worthington, and Joy are; yes. 

Mr. Courrney. So that while Davey has been spoken of here today, 
they are not the only competitors or manufacturers in this field? 

Mr. Hii. That is right. We have two Joy Manufacturing ma- 
chines under service test in Korea at the present time. They were 
the basic development company. 

Mr. Courrnry. Of 210’s of the military type you have been dis- 
cussing ? 

Mr. Hint. That is correct, sir, and they were beat out on price. I 
haven’t heard from them in this hearing. I don’t believe you will. 

Mr. Harpy. I would like to refer to the second order that was 
placed with Le Roi, again, for 685 units, I believe it was in January 
i952. 

Now that order was a larger procurement than the original pro- 
curement in June of 1951, and presumably it was the population of 
Le Roi machines caused by that procurement which made it sub- 
stantially greater than any other of this 210 machine; is that correct? 

Mr. Pearson. Well, Le Roi was the low bidder on the first two 
procurement actions. 

Mr. Harpy. But I am passing up the first one for the time being, 
but it was second 

Mr. Hint. It was the low bidder on the second procurement action. 

Mr. Harpy. It was the second procurement from Le Roi that ac- 
tually gave you a population of Le Roi equipment which put it sub- 
stantially above similar equipment of anyone else. 

Mr. Hix. Yes, sir. If the XYZ company, any one of the other 
bidders, had bid lower than Le Roi, and if their product had been 
satisfactory, it is quite likely, in fact very probable, that today we 
would be standardized with them rather than with Le Roi. 

Mr. Harpy. Now, this second procurement was also on a nego- 
tiated basis, was it not ? 

Mr. Hiri. Negotiated competitive bid basis, a number of manufac- 
turing companies being invited to submit proposals. 

Mr. Courtney. Well, was there any actual negotiation with the 
manufacturers with respect to the price at that time? 

Colonel Suurr. Yes, there was. 
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Mr. Pearson. Someone who was there would have to describe that. 
Mr. Courrney. Can you give us the name of the individual who 

negotiated that contract / 

Colonel Suute. No, sir, I can’t. I can give you the name of the 
price analyst, who was probably most involved in the price, and one 
who might be able to give the answer. 

Mr. Courtney. Would the price analyst have sat in on the nego- 
tiations with the Le Roi Co., along with the contracting officer? — 

Colonel SHute. Well, the price analyst would sit with the Le Roi 
Co. and all the other people, too, and come up with a recommenda- 
tion which would go to the contracting officer. 

Mr. Courtney. Well, do T understand that the negotiation for this 
second procurement was conducted simultaneously with representa- 
tives of all of these companies? : 

Colonel Suure. I can’t say it was simultaneously, but it was done 
not on an auction basis, but on an individual basis with each com- 
pany to arrive at their lowest price. 

Mr. Harpy. Mr. Chairman, I would recommend that we might profit 
by having the staff secure some information concerning the conduct 
of the negotiations. 

Mr. Hess. They can do that. 

Mr. Harpy. I think we should determine who the contracting oflicer 
was, who the price analyst was, and let’s take a look at the procedures 
that were followed. 

Mr. Hess. Well, Mr. Hardy, we can do that. Because [I hope to 
have one of the staff members look into a few other matters with 
reference to this case. 

Mr. Courrney. Mr. Chairman, there are two questions which have 
been handed to me to be asked with your permission. 

Mr. Pearson, this question is addressed to you. Would it not be 
feasible once a design and model in detail has been standardized upon, 
to make the suecessful company’s detailed drawings, and so forth, 
available to industry for competitive bidding, as each requirement 
comes up, as contrasted to your proposed exclusive 5-year contract 4 

Mr. Pearson. If I were the company owning the drawings, I would 
not do so. 

Mr. Courtney. And why not, Mr. Secretary ¢ 

Mr. Pearson. Because they cost me money to establish and main- 
tain and there is no point in making them without charge available 
to my competitors. ‘Those are pieces of property belonging to me for 
which I paid. 

Mr. Courtney. Having answered that question as you have, how 
then do you rationalize it with your statement to the committee that, 
notwithstanding the existence of this 5-year contract which you say is 
only a commitment, and which you say you may disregard for over- 
riding reasons anytime during the 5-year period—how do you ration- 
alize that position which I have just quoted with your answer to the 
question which you have just madef 

Mr. Pearson. I didn’t say anything in reference to our right to 
vitiate the contract as it related to the exchange of drawings between 
competitive companies, drawings which are the ownership and pos- 
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session of one company, made available without cost to other com- 
panies, for competitive bidding. 

Mr. Courtney. Then the cost of the drawings, if I understand you 
correctly at this point, and the engineering developments made by the 
Le Roi Co. under the proposed 5-year contract—— 

Mr. Prarson. Is the property of the Le Roi Co., until and unless the 
clause in the contract requiring license-free licensing of that becomes 
operative by their inability to supply. 

Mr. Courrnry. The question is this, Mr. Secretary: Assuming you 
did arrive at such a point, would the cost of those drawings to the 
Le Roi Co. be assessed against the proposed new supplier ? 

Mr. Pearson. Drawings would have no bearing at all on the product 
to be supplied 

Mr. Courrney. The cost of development 

Mr. Pearson. Or the cost of development would have no bearing 
on it. I said that if somebody comes up with a new engineering idea 
or a new research idea which presents advantage enough to cause us 
to decide in spite of our inventory position—— 

Mr. Courtney. Well, now, I think if we will address ourselves to 
this, and conclude. Granting that that is a subject which you may 

vant to bring before the committee. The question is: Assuming that 
you exercised your right under the contract to get a new supplier 
during the 5-year period and assuming that the reason for that is not 
because of any technological developments, but only because the Le 
Roi Co. might not be in a position to manufacture, would the cost of 
the drawings and the engineering expenses of the Le Roi Co. be as- 
sessed against the new supplier ¢ 

Mr. Pearson. I haven't the slightest idea how to more clearly say 
that than I have. If Le Roi is not in a position to produce for us, he 
has undertaken by the terms of his contract to license without charge 
any other manufacturer specified by the Army and to do everything 
he can to cooperate with that manufacturer in meeting our re- 
quirements, 

Mr. Courtney. Did I misunderstand you a moment ago, then, when 
you said a new supplier—that the Le Roi Co. would not give these 
drawings up and their engineering expenses without reimbursement 
or because of the expense that it has cost them ? 

Mr. Pearson. Start out with Mr. Bolton’s questions again from the 
beginning. 

Mr. Courrney. The first question was this: Would it not be feasible, 
once a design and model in detail has been standardized upon, to make 
the successful company’s detailed drawings, and so forth, available to 
industry, for competitive bidding, as each requirement comes up ? 

Mr. Pearson. My answer to that was that if I were the manufac- 
turer I would not do so, because there I have money invested in those 
drawings, I have a proprietary interest in the product made from 
those drawings, and I would retain it, and not give it away without 
consideration. 

Mr. Courtney. Now, you are speaking from the point of view 
of the manufacturer ¢ 

Mr. Pearson. That is correct. 

Mr. Courrney. And not the point of view of the Government ? 

Mr. Pearson. Well, it takes two parties to make a contract. 
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Mr. Courtney. The question is what the Government could do in 
such circumstances. 

Mr. Pearson. The Government can’t commandeer those. We have 
undertaken by the terms of our presently contemplated contract to get 
the contractor to agree to make them available in case he is not able 
to produce. 

Mr. Courtney. Well, then, first, we will have to get the contract-- 
it is only in the instance in which the Le Roi Co. can’t produce that 
these drawings can be put out for the use of the other coniractors. 

Mr. Pearson. That he can’t produce enough to meet our require- 
ments? 

Mr. Courtney. Now there is another question here. Would it not 
be feasible to notify all contractors who might be interested when 
standardization is to be made, stating the reason for standardization, 
population, and the like, and probable outcome, unless tests which the 
Army offers to conduct prove a competitor product so outstanding as 
to overcome the population factor ¢ 

Mr. Pearson. I don’t understand that question. 

Mr. Courrney. I will read it again. Would it not be feasible to 
notify all contractors who might be interested when standardization 
is to be made, stating the reasons, for example, population and prob- 
able outcome, unless tests which the Army offers to conduct prove a 
competitor product is so outstanding as to overcome the population 
factor ? 

Mr. Pearson. I am sorry, I still don’t pick up the import or mean- 
ing of that. 

Mr. Courtney. That is all. 

Mr. Hess. We will adjourn the committee to meet until further call 
of the Chair. 

(Whereupon, at 4:35 p. m., Tuesday, May 12, 1953, the subcom- 
mittee adjourned to Wednesday, May 13, 1953, at 10 a. m.) 
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APPENDIX 1 
Apri 21, 1953. 
Mr. RicHarp LENNIHAN, 
Director, Office of Small Business, 
Munitions Board, Washington, 25, D. C. 

Dear Mk. LENNIHAN: This Administration has observed with interest the 
efforts of the armed services to standardize the specifications of various items 
of equipment. We are fully in accord with the idea of standardization. We are 
quite aware of the value of standardization in simplifying the problem of supply- 
ing spare parts. Moreover, if applied in appropriate cases and with fairness to 
competing concerns, standardization can prove of distinct benefit to small 
business, in that it would afford a certain measure of assurance of continued 
opportunities to compete, in return for undertaking the expense of tooling up. 

It has come to our attention, however, that the Department of the Army 
either has imposed, or is planning to impose, a policy of granting sole-source 
rights for a 5-year period to the concern around whose design the standardized 
specifications are written. Such a procedure would exclude all other concerns, 
particularly small concerns, from the opportunity to bid, thus eliminating com- 
petition. Apart from discriminating against competing firms, this policy may 
be expected to result in the payment of higher prices by the Government and 
might ultimately foster monopoly in civilian markets. 

We are therefore requesting the opportunity of convincing appropriate officials 
of the National Military Establishment that the salutary policy of standardiza- 
tion should not be perverted by the granting of sole-source privileges. This 
request for consultation is made pursuant to section 714 (d) (1), (e) (2), (e) 
(4), and (e) (10) of the Defense Production Act, as amended, and section 3 of 
Executive Order 10823 of February 5, 1952. For your convenience, I have 
atached hereto a copy of these provisions. 

Very truly yours, 
Y. BRYNILDSSEN, 
Acting Administrator. 

GC—A. J. Rosenthal: fle. 

ce: Mr. Riley, Mr. Swisher; Mr. Harold L. Pearson, Deputy Under Secretary 
of the Army (B&M), Department of the Army, Washington 25, D. C.; Hon. 
fdward J. Thye, chairman, Senate Small Business Committee, Washington 
25, D. C.; Hon. William S. Hill, chairman, House Small Business Committee, 
Washington 25, D. C.; Hon. Herbert Brownell, Jr., attention: Asssistant At- 
torney General in charge of the Antitrust Division, Department of Justice, 
Washington 25, D. C.; Hon. Edward F. Howray, chairman, Federal Trade Com- 
mission, attention: Mr. David G. Murchison, Washington 25, D. C. 
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EXCERPTS FROM DEFENSE PRODUCTION ACT, AS AMENDED 

Section 714 

(d) (1) It shall be the duty of the Administration, and it is hereby empowered, 
to coordinate and to ascertain the means by which the productive capacity of 
small-business concerns can be most effectively utilized for national defense and 
essential civilian production. 

* * * * * * * 

(e) The Administration shall have power, and it is hereby directed, whenever 

it determines such action is necessary— 


* * « * * * * 
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(2) to consult and cooperate with officers of the Government having procure- 
ment powers, in order to utilize the potential productive capacity of plants oper- 
ated by small-business concerns ; 

* * + * 


(4) to take such action, authorized under this section, as is necessary to provide 
small-business concerns with an adequate incentive, excluding subsidies, to 
engage in defense and essential civilian production and to facilitate the conver- 
sion and equipping of plants of small-business concerns for such production ; 

* * * * * 

(10) to consult and cooperate with all Government agencies for the purpose 
of insuring that small-business concerns shall receive fair and reasonable treat- 
ment for said agencies ; 

* * * * 


EXCEKPT FROM EXECUTIVE ORDER 10525 


Sec, 3. Officers of the Government exercising functions which are pertinent to 
the responsibilities of the Small Defense Plants Administration shall facilitate 
the discharge of those responsibilities by keeping the Small Defense Plants Ad- 
ministrator currently informed with respect to the exercise of such functions, 
including prospective actions, and by providing for participation in deliberations 
affecting small businesses by representatives of the Small Defense Plants Ad- 
ministration. 
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SMALL DEFENSE PLANTS ADMINISTRATION, 
Washington 25, D. C., April 22, 1953. 
Hon. Oviver P. Bouton, 
House of Representatives, 
Washington 25, D.C. 

DEAR CONGRESSMAN BOLTON: In accordance with the understanding reached 
between you, representatives of the Davey Compressor Co., and a representative 
from my office, I enclose a statement of facts and the position of the Davey Com- 
pressor Co., and this Administration concerning the proposed standardization 
of the 210 CFM gasoline-driven air compressor by the Department of the Army. 

I am authorized to state that this letter has been approved by the Davey Com- 
pressor Co. 

Sincerely yours, 
ALBERT J. ROSENTHAL, 
General Counsel. 
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THE POSITION OF THE DAVEY COMPRESSOR CO. AND THE SMALL DerENSE PLANTS 
ADMINISTRATION REGARDING THE PROPOSED STANDARDIZATION OF THE 210 Cupre 
Fret Per MINUTE GASOLINE DriveN AIR COMPRESSOR BY THE DEPARTMENT OF 
THE ARMY 


This type compressor has been the subject of three procurements to date by 
the Corps of Engineers, Department of the Army. Two contracts were negotia- 
ted with the Le Roi Co. and the single advertised procurement was awarded to 
the lowest responsible bidder, the Davey Compressor Co. All three procure- 
ments concerned were based on the same basic procurement description, no for- 
mal specification having been provided by the Corps of Engineers. 

The Davey Compressor Co. has informed SDPA that: The compressor being 
supplied by the Le Roi Co. is a water-cooled converted gasoline engine block in 
which 4 cylinders have been adapted to compress air and 4 cylinders remain 
a gasoline engine to drive the unit; this engine has not qualified for standariza- 
tion in accordance with established Army directives; this construction utilizes 
no clutch and eliminates the possibility of the installation of a clutch; and this 
construction involves a single-stage operation which draws in air at atmos- 
pheric pressure and with 1 stroke of the piston raises this pressure to 100 pounds 
per square inch. 
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SDPA has also been informed by the Davey Compressor Co, that the com- 
pressor furnished by it is a separate engine-driven compressor embodying a 
3-eylinder lightweight air-cooled aluminum compressor unit driven through a 
clutch by a Hercules engine; this Hercules engine has been standardized pur- 
suant to Army directives and is in wide use throughout the Army and in all 
other military services for many purposes; the Davey compressor is a 2-stage 
operation which draws air at atmospheric pressure into 2 cylinders, com- 
presses the air to approximately 80 pounds per square inch, passes the air 
through an intercooler into a third cylinder which completes the compression to 
100 pounds per square inch, 

The Davey Co. asserts and stands ready to prove that: the single-stage no 
clutch design furnished by the Le Roi Co. to the Department of the Army has 
been proved to the satisfaction of the industry during the last 25 years to be 
uneconomical in the maintenance cost and unsatisfactory in its performance; no 
commercial models made today in the 210 cubic feet per minute size utilizes a 
no-cluteh single-stage design; the single-stage feature of the Le Roi 210 model 
causes the carbonization of the lubricating oil, resulting in heavy carbon deposits 
on the valves, aggravating maintenance problems; the Le Roi 210 cubie feet 
per minute model has never been manufactured for commercial use and is sold 
only to the Army; consequently, no commercial experience and performance his- 
tory is available; from the military viewpoint a grave, but seemingly overlooked, 
disadvantage in the Le Roi 210 cubie feet per minute model is that its no-clutch 
design will make the starting of the compressor extremely difficult in cold 
weather and next to impossible to start in Arctic temperatures; the winterizing 
kit which accempanies such units would either have to be more expensive than 
thoshe supplied with clutch-driven units or be markedly less efficient. 

The Davey Co. is also ready to prove that the 210 cubic feet per minute com- 
pressor supplied by it is the industry-accepted 2-stage, clutch design on which 
experience of every type has been accumulated for the last 25 years; the 2-stage 
design used by the Davey Compressor Co. maintains lower temperatures, greatly 
reducing carbon deposits on the valves and thereby cutting down maintenance 
costs; furthermore, the utilization of a clutch facilitates starting in cold or 
Arctie temperatures. 

As previously stated, the Davey Compressor Co. was the lowest qualified bid- 
der on IFB No. DA-ENG-11-184—52-B—466 for 347 210 cubie feet per minute 
compressors in May of 1952. The company was told at that time that award of 
the contract was being held up in Washington because of policy considerations. 
Following conferences between representatives of the company and the Small 
Defense Plants Administration, the Senate Small Business Committee, and the 
Department of the Army, the award of the contract was finally made to the 
company toward the end of June 1952. The IFB for this contract contained no 
statement to the effect that standardization of the commodity called for was 
contemplated. Such a statement was required by Army procurement policy if 
standardization was contemplated. Comment No. 2 to DF, G-4/E3-16491, dated 
March 27, 1952, by the Under Secretary of the Army. 

In April 1953, the Davey Co. discovered that the Corps of Engineers was about 
to procure an additional 233 units, 210 cubie feet per minute compressors. Re- 
quest for quotation No. B-1084Q. The company then asked to be allowed to 
bid or negotiate for this procurement. The company was told that there were 
orders from Washington that the Davey Co. was not to be allowed to submit 
a bid. Thereafter a letter was received by the company stating that “Inasmuch 
as standardization action is being taken with respect to this item, your letter 
is being forwarded to the Office of the Chief of Engineers for reply.” To date 
no letter has been forthcoming from the Office of the Chief of Engineers. The 
closing date for quotations for this negotiation is April 22, 1953. 

On April 20, 1953, a conference was arranged by Congressman Oliver P. Bol- 
ton in the office of Harold Pearson, Deputy Under Secretary of the Army. 
Representatives of the Davey Co., the House Small Business Committee, the 
Small Defense Plants Administration, the Corps of Engineers and G—4, as well 
as Congressman Bolton and Mr. Pearson, attended the conference. 

During this conference Mr. Pearson stated that: (1) The Department of the 
Army had decided to standardize on the Le Roi 210 cubie feet per minute com- 
pressor, (2) he would not question the findings of the board which had decided 
upon the Le Roi 210 cubic feet per minute compressor unless fraud or collusion 
was shown, (3) even though tests showed that the LeRoi 210 cubic feet per 
minute compressor was inferior, no change in the determination would be made, 
(4) the initial price of the Le Roi 210 compressor was no consideration because 
of the long-run economies of standardization, (5) an important consideration in 
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choosing the Le Roi 210 cubic feet per minute model was that approximately 
80 percent of the Army’s stock of this model compressor is being furnished by 
Le Roi, (6) a second source to manufacture the 210 cubic feet per minute 
standardized compressor would not be considered because of the expense of 
tooling up such a facility, (7) this standardization is only for the Army and 
standardization of this compressor for all three services would require many 
years (no other service will now purchase the Le Roi 210 cubic feet per minute 
compressor), and (8) that competition for procurement has increased the cost 
of commodities to the Government by severalfold. 

Mr. Pearson also spoke at length about the policies by which the Army is 
carrying out the principle of standardization. The principle of standardiza- 
tion—selection of the best available product to satisfy a specific military need 
with a minimum of necessary spare parts and required field maintenance—is 
one with which the Davey Co. and SDPA heartily agree. However, the policies 
adopted by the Department of the Army to accomplish standardization will 
result in the creation of specific procurement monopolies at the request of the 
Department of the Army. In this particular case, these policies will result 
in the selection of an inferior, out-of-date compressor to be procured from but 
1 manufacturer for a period of 5 years. 

The standardization policies which Mr. Pearson stated were in effect call 
for the selection of the existing product of one manufacturer following evalua- 
tion tests of that product, and possibly others, by an Army evaluation board. 
The recommendation to standardize proceeds through channels and must even- 
tually be approved by the Secretary of the Army. Thereafter, the Army at- 
tempts to negotiate with the selected manufacturer alone for its total require- 
ment of the commodity for a period of years, usually 5 years. The original price 
is determined by negotiation; this price remains in effect during the life of the 
contract except as modified by cost changes in labor and major components. 
Important considerations in the selection of the product to be stardardized are 
the ability of the manufacturer to supply total Army requirements, the likeli- 
hood that the company will remain in business, and the predominance of the 
manufacturer’s equipment in stock and on order at the time of standardization. 
The Army can then buy only from the selected manufacturer unless he cannot 
supply the total requirements, In this event one or more other concerns are 
given a license to supply the commodity. The result of these policies is to 
create a sole source supplier, to destroy competition, to exciude small-business 
concerns, to make the Army dependent on a single producer, and to eliminate 
the incentive to cut production costs. Furthermore, dealing with but one 
manufacturer reduces the likelihood of taking advantage of the improvements 
which result from competition. 

The Congress has provided specific statutory authority for the procurement of 
standardized equipment. (Sec. 2 (¢c) (13) of the Armed Services Procurement 
Act of 1947, Public Law 413, 80th Cong.) This authority allows the agency 
head to procure technical equipment without advertising when he determines 
that such action is necessary to assure standardization of equipment and inter- 
changeability of parts and that such action is in the public interest. The Armed 
Services Procurement Regulation (ASPR) has implemented this authority: 
ASPR 3-213. However, a clear limitation on this authority to negotiate contracts 
for commodities to be standardized, provides: 

“3-213.3 Limitation. This authority shall not be used for initial procurement 
of equipment and spare parts to be standardized, or for the purpose of selecting 
arbitrarily the equipment of certain suppliers ;” 

The procurements of the 210 cubie feet per minute compressor upon which 
standardization will be based, the Le Roi model, were not advertised; therefore, 
the limitation stated in ASPR 3—213.3, that the initial procurement of the item 
to be standardized should not be negotiated, has been completely ignored. If the 
single advertised bid, which resulted in award to the Davey Co., could be 
regarded as the initial advertised procurement of the item, the requirements of 
Army procurement policy were not complied with. Comment No. 2 to DF, 
G-4/E3-16491, dated March 27, 1952, by the Under Secretary of the Army, 
stated the policy that “in an initial procurement by formal advertising of equip- 
ment ultimately intended for standardization, the invitation for bids should state 
that standardization of the equipment is contemplated.” 

The invitation for bids for the 210 ecubie feet per minute compressors 
DA-ENG-G-11-184—52-B—466, issued in May 1952, did not state the standardiza- 
tion of the equipment was contemplated. This was the only advertised bid which 
has been issued. Since then, by direction of Mr. Pearson, February 18, 1953, the 
requirement of notification of contemplated standardization has been deleted. 
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It is patent, however, that the one advertised procurement in this case did not 
comply with the then Army policy of notification to bidders of the contemplated 
standardization. 

During the conference with Mr. Pearson these matters were raised. The reply 
was that standardized procurements are being effected under the authority of sec- 
tion 2 (c) (1) of the Armed Services Procurement Act of 1947. This section 
provides that contracts may be negotiated without advertising if determined to 
be in the public interest during a national emergency declared by the President 
or the Congress. A national emergency was declared by the President on Decem- 
ber 16, 1950, and negotiated procurement pursuant to section 2 (c) (1), supra, 
authorized by the Under Secretary of the Army, December 18, 1950. 

Section 2 (c) of the Armed Services Procurement Act of 1947 enumerates 17 
categories of situation in which procurement by negotiation is authorized. As 
pointed out above, subsection 1 of section 2 (c) authorizes negotiation of any 
contract during a period of national emergency. Section 3-201 of ASPR author- 
izes use of this authority “only to the extent determined by the Secretary con- 
cerned to be necessary in the public interest and then only in accordance with 
procedures prescribed by each respective Department.” ‘This in turn is imple- 
mented by section 3-201 of Army Procurement Procedure. This section states 
that all negotiated procurement (with one exception not applicable here) “will 
be accomplished under ASPR 3-201 and this paragraph and will cite as authority 
section 2 (c) (1) of the Armed Services Procurement Act of 1947, as amended 
(41 U. S. C. 151, et seq.)” 

However, this subsection goes on to say that “purchases by negotiation under 
this authority may be made under such circumstances as were authorized before 
the declaration of the national emergency, and in addition thereto, in the 
following instances” [italics added] and then enumerates two instances: (1) 
Negotiation for the purpose of broadening the industrial base where formal 
advertising would adversely affect the accomplishment of that purpose; and (2) 
emergency procurements of a high priority nature which could not be effected 
by formal advertising within the time required for delivery. There follow 
many pages detailing with specificity the circumstances in which procurement 
may be made through negotiation for the reasons stated in the other subsection 
of section 2 (c) of the Armed Services Procurement Act. 

It is quite obvious that the action proposed in connection with the Le Roi 
compressor is not intended for the purpose of broadening the industrial base ; 
its consequence will be precisely the opposite. Neither is there any allegation 
that this is the type of emergency procurment of a high priority nature referred 
to as an instance in which the authority under section 2 (¢) (1) is to be 
employed. It would seem to follow, therefore, on the basis of the Army's own 
regulation, that, regardless of whether or not as a matter of paper work the 
legal authority for this procurement is stated to be section 2 (c) (1), negotiation 
may be employed only if it would have been “authorized before the declaration 
of the national emergency.” As the only applicable authority to negotiate apart 
from that arising through the national emergency springs from section 2 (¢) 
(13) of the Armed Services Procurement Act (relating to standardization), the 
conclusion would seem to follow that the procedure contemplated by the Army 
is legally valid, in terms of the Army’s own regulations, only if it complies with 
the provisions of section 3-213 of the Army Procurement Procedure, and section 
3-213 of ASPR as well (since we do not assume that the Army intends its 
procedures to violate those prescribed by the Department of Defense). If this 
reasoning is correct, the standardization question would appear to violate the 
requirement of ASPR that initial procurements of items to be standardized be 
advertised, and, if the procurement pursuant to IFB No. DA-ENG-11-184-52- 
B-466 for 347 210 C. F. M. compressors in May 1952, is regarded as pertinent, 
then the requirement of the Army, in effect at that time, that notice must be 
given the time by advertisement of the intention to standardize has also been 
violated. 

That the proposed “sole source” privilege is a perversion of the intention 
of the Congress and of the military regulations themselves seems obvious. The 
declared congressional policy in the Armed Services Procurement Act, section 2 
(b), states that a fair proportion of the total purchases and contracts for 
supplies and services for the Government shall be placed with small business 
concerns. This intention would also seem clear from the memorandum of the 
Under Secretary of the Army to the Assistant Chief of Staff, G—4, which ac- 
companied the authorization for negotiation of December 18, 1950. This memo- 
randum stated: 


| 
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“1. Whenever procurement is made by negotiation and when consistent with the 
accomplishment of procurement objectives, quotations or proposals shall be 
solicited from such qualified sources as are deemed necessary to insure effective 
competition in order that the procurement be made to the best advantage of 
the Government, price and other factors considered. 


* * * 7 
“d. The fullest possible use of small business concerns.” 
* * * * * 


The Small Defense Plants Administration also had reason to believe that the 
Department of the Army realized that section 2 (¢) (13), rather than 2 (c¢) (1), 
was intended by Congress as the authority to standardize. The letter of 
September 24, 1952, from the Deputy Assistant Secretary of the Army to John 
Reiner & Co. speaks eloquently for itself in this respect. A copy of this letter 
is hereto attached. 

Under all the facts and circumstances attending the proposed standardization 
by the Department of the Army on the Le Roi 210 ¢. f. m. compressor it is the 
strong velief of the Davey Compressor Co. and the Small Defense Plants Admin- 
istration that no contract for this commodity should be awarded until there has 
been an opportunity for a thorough investigation with a view toward assuring 
that the Government will obtain the best available compressor, that small 
business concerns will not be excluded from participating on standardized pro- 
curements, that competition will not be eliminated, and that the Government 
receive the benefit of competitive pricing. 

Accordingly, it is our view that a thorough test of all available 210 ¢. f. m. 
compressors, whose manufacturers are interested in Government procurement, 
should be made before standardization is accomplished. Thereafter, the plans, 
specifications, and working drawings of the model to be standardized should be 
made available to all interested concerns and procurements accomplished through 
conmpetitive bidding. This procedure would secure to the Army the benefits of 
standardization without the present and unnecessary injuries to competition and 
the exclusion of small-business concerns. 
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DEPARTMENT OF THE ARMY, 
OFFICE OF THE ASSISTANT SECRETARY, 
Washington 25, D. C., September 24, 1952. 
Mr. JoHN MERK, 
General Manager, John Reiner & Co., 
Long Island City 1, N.Y. 

Dear Mr. MERK: I have your letter of August 22 concerning invitation No. 
ENG-36—-109-52-747A opened June 12, 1952, by the Corps of Engineers VPhila- 
delphia District, Philadelphia, Pa., which letter followed a conference in my 
ottice on August 20, 1952, at which you were present. The delay in my response 
to your letter has resulted from the most careful attention which I have given 
the points raised by you. 

I find that while the authorizing legislation for standardization (Armed 
Services Procurement Act of 1947, see. 2C (13) has not been contravened, I do 
find that the regulations and directives implementing that legislation were not 
strictly followed in the proposed procurement in question. I have, therefore, 
given appropriate directions that standardization for the particular generator 
finally decided upon by the Corps of Engineers must be made with meticulous 
compliance with the regulations and directives pertaining to standardization, 
which regulations and directives require that the initial procurement be made 
through advertising. 

When the Corps of Engineers invite bids upon the type generator finally deter- 
mined upon for standardization, I trust that you will have an opportunity to 
submit your bid on an equal basis with all other bids. I regret sincerely the 
inconvenience that has been caused you. 

Sincerely yours, 
HAROLD PEARSON, 
Deputy Assistant Secretary of the Army (R. & M.). 
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APPENDIX 6 


SMALL DEFENSE PLANTS ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D.C., April 21, 1953. 
Mr. RicHarp LENNIHAN, 
Director, Office of Small Business, 
Munitions Board, Washington 25, D. C. 

Dear Mr. LENNIHAN: This Administration has observed with interest the 
efforts of the armed services to standardize the specifications of various items 
of equipment, We are fully in accord with the idea of standardization. We are 
quite aware of the value of standardization in simplifying the problem of supply- 
ing spare parts. Moreover, if applied in appropriate cases and with fairness to 
competing concerns, standardization can prove of distinct benefit to small busi- 
ness, in that it would afford a certain measure of assurance of continued oppor- 
tunities to compete, in return for undertaking the expense of tooling up. 

It has come to our attention, however, that the Department of the Army either 
has imposed, or is planning to impose, a policy of granting “sole source” rights 
for a 5-year period to the concern around whose design the standardized 
specifications are written. Such a procedure would exclude all other concerns, 
particularly small concerns, from the opportunity to bid, thus eliminating 
competition. Apart from discriminating against competing firms, this policy 
may be expected to result in the payment of higher prices by the Government, 
and might ultimately foster monopoly in civilian markets. 

We are therefore requesting the opportunity of convincing appropriate officials 
of the National Military Establishment that the salutary policy of standardiza- 
tion should not be perverted by the granting of “sole source” privileges. This 
request for consultation is made pursuant to section 714 (d) (1), (e) (2), 
(e) (4), and (e) (10) of the Defense Production Act, as amended, and section 
8 of Executive Order 10323 of February 5, 1952. For your convenience, I have 
attached hereto a copy of these provisions. 

Very truly yours, 
Y. BRYNILDSSEN, 
Acting Administrator. 
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SMALL DEFENSE ADMINISTRATION, 
Washington 25, D. C., May 11, 19538. 
Hon. JAMEs E. VAN ZANDT, 
House of Representatives, 
Washington, D. C. 

Dear Mr. VAN ZAnpT: As I told you over the telephone today, this Administra- 
tion is concerned with the apparent standardization policy being established 
by the Corps of Engineers in the case of the Le Roi Compressor Co. on 210 cubic 
foot capacity air compressors. 

We are certainly in favor of standardization by the armed services but are 
not in accord with any policy that will restrict standardized products to a sole 
source, 

The Davey Compressor Co. entered a complaint with us in regard to the stand- 
ardization of this item, and on April 20 the Davey Compressor representative 
arranged with Congressman Bolton for a discussion of the subject with Harold 
Pearson, Deputy Under Secretary of the Army. The conference was attended by 
representatives of the Davey Compressor Co., House Small Business Committee, 
SDPA, Corps of Engineers and Army G—4. The office of our General Counsel 
reports that Mr. Pearson made the following statements at that meeting: 

(1) The Department of the Army had decided to standardize on the Le Roi 
210 CFM compressor ; 

(2) He would not question the findings of the board which had decided upon 
the Le Roi 210 CFM compressor unless fraud or collusion was shown ; 

(3) Even though tests showed that the Le Roi 210 CFM was inferior, no 
change in the determination would be made; 

(4) The initial price of the Le Roi compressor was of no consideration because 
of the long-range economies of standardizations; 

(5) An important consideration in choosing the Le Roi model was that 
approximately 80 percent of the Army’s stock of this model compressor is being 
furnished by Le Roi; 
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(6) A second source to manufacture this compressor would not be considered 
because of the expense of tooling up such a facility; 

(7) This standardization is for the Army only and standardization of this 
compressor for all of the armed services would require too many years; 

(8) The competition for procurement has increased the cost of commodities to 
the Government by severalfold ; 

(9) If possible, the Army would negotiate a 5-year open-end contract with 
the Le Roi Co. to supply all of requirements for this size compressor. 

The Davey Compressor Co. has been substantiated in its claims that the com- 
pressor which it manufactures more than complies with the Army specification 
requirements. We understand that the Le Roi model compressor barely meets 
these requirements, and there is grave doubt that it even complies with some of 
the essential specification requirements. ‘The action outlined by Mr. Pearson 
appears to be contrary to the expressed congressional wishes for standardiza- 
tion and would essentially result in a monopoly for this size compressor, elimi- 
nating qualified small-business concerns. Since the action on this case appears 
to indicate a procurement pattern which would eliminate competition and be 
contrary to the best interests of the Government, I felt that the essential facts 
in the case should be brought to your attention. 

Sincerely yours, 
CHARLES H. SWISHER 
Acting Director, Office of Contract Procurement. 


APPENDIX 8 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE UNDER SECRETARY, 
Washington, D. C., June 18, 1953. 
Hon. E. Hess, 
Chairman, Defense Activities Subcommittee, 
Committee on Armed Services, 
House of Representatives. 

Dear Mr. Hess: At the recent hearings held by your subcommittee on standard- 
ization of the 210 c. f. m. compressor, the Army was requested to furnish certain 
additional information, which I transmit herewith. 

The committee requested information as to the expected rate of procurement 
of the 210 compressor for the years 1955, 1956, and 1957, together with an esti- 
mate of the percentage of the total number of compressors produced in the 
United States which would be purchased by the Army during the 5-year stand- 
ardization period. A directive of the Department of Defense, dated May 19, 
1953, has substantially reduced the percentage of the mobilization requirement 
(war reserves) to be procured and maintained on hand. Sufficient quantities 
of compressors are already on hand or under contract to maintain stocks at the 
level prescribed by this directive, including the replacement of units lost through 
attrition, and it does not at present appear likely that any 210 compressors will 
be purchased during the next 5 years. (Procurement plans were based on the 
assumption that there would be an attrition of 128 compressors during fiscal 
year 1954, including losses in Korea, and 70 compressors in the fiscal yar 1955- 
58 period, at peacetime rates.) Standardization on the Le Roi compressor, there- 
fore, has been suspended, subject to the possibility of reinstatement if require- 
ments should develop during the next 5-year period and provided that review 
of the standardization action at that time indicates that, under the circum- 
stances then existing, it is still appropriate. 

Although, for the reasons above indicated, the Army’s action in standardizing 
on the Le Roi compressor has lost immediate significance, I believe that the 
case exemplifies a situation in which authority to standardize was appropriately 
used to effect the monetary savings and operational efficiency in which both the 
Army and Congress are vitally interested. Accordingly, I believe that the com- 
mittee will still be interested in the answers to its other questions. 

The committee desired to know the number of Le Roi and other makes of 
210 ¢. f. m. compressors ownd by the Army at each stage of the standardization 
proceedings, and as of the present, as well as the location of Le Roi machines 
on each of those dates. Such infomation is attached as enclosure 1. Since 
records are kept on a monthly rather than a daily basis, dates cannot be precisely 
equated with the stages of the standardization proceedings. You will note, how- 
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ever, that on each of the dates given Le Roi machines far outnumbered the total 
of all other makes of 210 compressors. 

My understanding was that the committee’s desire for this information was 
related to the question whether the Army had adequate data as to the perform- 
ance and reliability of the Le Roi compressor at the time it decided to stand- 
ardize on it. In this connection, I should like to reemphasize the facts brought 
out in the testimony concerning the extensive tests made of this equipment prior 
to standardization. Moreover, had the equipment not proved satisfactory in field 
us, there is no doubt that the Office of the Chief of Engineers would have been 
so advised by using units. No such reports have been received, other than that 
relating to a minor correction on a pneumatic tool obtained from a Le Roi 
subcontractor. 

The committee also requested a copy of the form of contract which the Army 
proposed for use in the Le Roi and similar standardization cases, including pro- 
vision for an option to the Army to purchase further quantities of the item on 
the basis of a price formula set forth in the contract, and provision for the 
contractor’s making available licenses and drawings to other producers desig- 
nated by the Army in the event that he is himself unable to fill the Army’s 
requirements. I attach hereto as inclosure 2 a copy of the first draft of the 
contract prepared for consideration in this case, had standardization been imple- 
mented. The provisions in which the committee indicated special interest are 
marked with red pencil. 

In view of the suspension of the action in question, this contract has not been 
reviewed for the purpose of determining whether it would have provided full 
protection for the Government's interests. Accordingly, its status as an unap- 
proved document should be kept in mind during your examination. Preliminary 
review has revealed certain definite deficiencies, such as no “best price to any 
customer warranty” in the future price provisions, and an apparently inadequate 
“licensing” clause. Detailed study of the nonstandard clauses contained therein 
would possibly reveal other questionable points. However, since the standard- 
ization action has become moot, for the reasons indicated above, detailed redraft- 
ing of these provisions is not believed worthwhile until and unless there is a 
procurement under this standardization action. The present draft contract thus 
merely indicates the type of protection which the Government will seek in 
standardization cases. 

The committee also asked for a copy of the invitations to bid in the first and 
second procurements, and I am attaching, as inclosures 3 and 4, requests for 
proposals in these procurements. 

Finally, the committee requested an explanation as to the reason for standard- 
ization on the basis of 2 producers instead of 1 in the case of the 55 cubic feet 
per minute unit. The basie factor distinguishing the 55 cubic feet per minute 
case from the present case was that in the former the population was much 
more evenly divided between two makes of compressors. Specifically, out of a 
total of 412 55 cubie feet per minute units, Ingersall-Rand (one of the makes 
chosen for standardization) had 170 units (41 percent), while Wort!i:gton (the 
other make chosen) had 151 units, or a total of 37 percent. In contrast, the 
instant case involved a situation in which Le Roi models (including converted 
models) amounted to 86.45 percent of the total population, while Davy models 
amounted to only 12.74 percent of the population. In the case of the 55 com- 
pressor standardization of the 2 models already in the system created no need 
to order additional spare parts. Where, however, one model has only 13 percent 
of the total population, selection of that model as one of those to be standardized 
would probably entail the ordering of additional spare parts. Moreover, where 
a particular model accounts for a small percentage, it is possible to confine 
the use of such model to a restricted geographical area such as the continental 
United States, where commercial repair facilities and commercial stocks of 
spare parts are readily available, thus eliminating the need for stocks of spare 
parts and equipment in overseas storage and in the pipeline. Such a saving 
is not possible where one model, i. e., Worthington, already amounts to 37 
percent of the population, since that figure is likely to exceed the number of 
the units needed in the continental United States. In short, standardization 
on 1 make of 210 cubie feet per minute compressor promised savings which 
— not be made by similar action respecting the 55 cubic feet per minute 
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Let me reiterate my conviction that in the instant case, had the requirement 
for 210 compressors continued at the rate anticipated, standardization on the 
Le Roi model would have resulted in extremely worthwhile savings of money 
and increases in operational efficiency. While it is true that such standardiza- 
tion may work to the disadvantage of other contractors, I believe that this factor 
is outweighed by the substantial benefits, monetary and otherwise, to the 
national defense. 

I am required by applicable statutes and regulations to inform you that 
inclosure 1 is classified “Secret Security Information” and that its release to 
unauthorized persons is prohibited by law. 

I trust that the foregoing information is responsive to your requests. Should 
you desire further or more detailed information, please let me know. 

Sincerely, 
PEARSON, 
Deputy Under Secretary of the Army. 


Four inclosures: 1. Chart. 2. Contract form. 3. Request for proposal. 
4. Request for proposal. 
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12655 
NEGOTIATED CONTRACT onoen Wo. 
ISSUING OFFICE 
ADORESS 
CHICAGO PROCUREMENT OFFICE 226 W. JACKSON BOULEVARD 
CORPS OF ENGINEERS, U.S. ARKY CHICAGO G, ILLINOIS 
} ——— CONTRACTOR 
1706 South 68th St. 
Le Roi Company Milwaukee 1), Wisconsin 
CONTRACT FOR 


Compressor, air, truck mounted, 210 CFM 


APPROPRIATION AMO OTHER CATA 
PROCUREMENT AUTHORITY: 


PMATERIAL: See Paragraph 9 of Special 
Terms and Conditions 


§ 1,523,808 
REQUISITION NO. 
EP=327-53 


T AR 
AND PAPERS RELATING TO THIS CONTRACT. 


PAYMENT WILL BE MADE BY FINANCE CAFICER, 
TRANSPORTATION: UsSe ARMY ATI 


Chicago, Illinois 
THE SUPPLIES AMD SERVICES YO BE OBTAINED BY THIS 


POSES SET FORTH IN, AND TO THE 
ABOVE ALLOTMENTS, THE AVAILABLE BALANCES OF 
WHICH ARE SUFFICIENT TO COVER THE COST THEREOF. 
INVOICE FOR PAYMENT WILL BE MAILED 10; 
DISCOUNT TERMS: Net - 30 Days 
Chicago Procurement Office 
SHIP TO: Corps of Engineers, U. S. Army 
226 W. Jackson Boulevard 
See Paragraph f Special Terms Chicago 6, Illinois 


CERTIFIED UNDER CMP REGULATION NO. CMP Regulation No. 3, DO-C-9 Code 


This negotiated contract is entered into pursuant to the provisions of Section 2 (c)({ 13  ) of the Armed 
Services Procurement Act of 1947 (Publjo Law 413, 80th Congress), and any required determination and 
findings have been made. 


THIS CONTRACT is entered into as of. 19, by and between the United 
States of America, hereinafter called the Government, represented by the Contracting Officer executing this 
tract Le Roi Company 
and QUME OF CONTRACTOR) 


() a corporation organized and existing under the laws of the State of WISCONSIN 
tradi 


hereinafter called the Contractor. The parties hereto agree that the Contractor shall furnish and deliver all 
the supplies and perform all the services set forth in the attached Schedule, for the ecasideration stated therein. 


’ 
PACKAGI 
; INSTRUMENT ARE AUTWORIZED GY, ARE FOR UKE PUR 
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Item Quantity Unit 
No. Supplies or services Coumber Unit price Amount 


REQN. EP-4327-53 


PIC 11510—Project 1530—Approp. Code 010: 
1 Compressor, air, truck mounted, gasoline 
engine driven, 210 CFM, with tools and 
equipment, in accordance with Procure- 
ment Description titled ‘‘Compressor, Air, 
Gasoline Driven, 210 CFM, Truck Mount- 
ed’’ dated 12 Mar. 1953 with the Additions | 
and Exceptions as hereinafter set forth 
(SNL 66-3270.210-460). | 
F. 0. b. railroad cars, loaded and blocked ay See $6, 539. 95 $477, 416. 35 
railroad siding contractor’s plant, Mil- | 
waukee, Wis., export packed. 


PIC 11510—Project 1530—Approp. Code 097: | 
2 Same as item 1 above (SNL 66-3270.210- | | 
460). 

F. o. b. railroad cars, loaded and blocked i. ee | 6,539.95 | 1, 046, 392.00 
railroad siding contractor’s plant, Mil- | | 
waukee, Wis., export packed. | 


| 1, 523, 808. 35 


SpectaL TERMS AND CONDITIONS 


18. (g) The contractor certifies that the price or prices paid or to be paid by 
the Government during the term of this contract for the spare parts required 
shall not exceed the contractor’s published price to the Government, dealers, 
or to the consumers for use under like quantities and conditions. 

19. Information on gages and manuals—-In the event that it is determined 
that one or more of the items listed below are needed for the equipment or 
supplies furnished under this contract, the right is reserved by the Govern- 
ment to require the contractor to provide necessary information and render 
assistance to the Government or its agents who may be engaged in supplying 
any of the following items: 

1. Corps of Engineers Master and Inspection Gages. 

2. Manuscripts in the Department of the Army format for— 

a. Manuals covering Care and Operation of Gages. 
b. Technical Manuals. 
e. (Item) Plant Manuals. 

It is understood and agreed that any cost incident to this work will be the 
subject of a separate contract with the Government or its agents for the 
manufacture of gages and preparation of manuals. The contractor agrees to 
include this provision in any subcontract with subcontractors and suppliers 
of components or assemblies which will become a part of the end item. 

20. Delete paragraph 12 of the General Provisions attached entitled “DIS- 
PUTES” in its entirety and substitute therefor the following: 


DISPUTES.—Except as otherwise provided in this contract, any dispute 
concerning a question of fact arising under this contract which is not disposed 
of by agreement shall be decided by the Contracting Officer, who shall reduce 
his decision to writing and mail or otherwise furnish a copy thereof to the 
Contractor. Within 30 days from the date of receipt of such copy, the Con- 
tractor may appeal by mailing or otherwise furnishing to the Contracting Officer 
a written appeal addressed to the Secretary, and the decision of the Secretary 
or his duly authorized representative for the hearing of such appeals shall, 
unless determined by a court of competent jurisdiction to have been fraudulent, 
arbitrary, capricious, or so grossly erroneous as necessarily to imply bad faith, 
be final and conclusive; provided that, if no such appeal is taken, the decision 
of the Contracting Officer shall be final and conclusive. In connection with any 
appeal proceeding under this clause, the Contractor shall be afforded an oppor- 
tunity to be heard and to offer evidence in support of its appeal. Pending final 
decision of a dispute hereunder, the Contractor shall proceed diligently with 
the performance of the contract and in accordance with the Contracting Officer’s 
decision. 

23. Renegotiation—Delete paragraph 28 ”Renegotiation” of General Provi- 
sions in its entirety and substitute therefor the following : 
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(a) This contract is subject to the Renegotiation Act of 1951 (Public Law 9, 
82d Cong.) and shall be deemed to contain all the provisions required by section 
104 of said act. 


27. Purchase of additional quantities 


(a) If the Government at any time or times during a period of two (2) years 
from the date of this contract requires a further supply from the contractor of 
the same equipment as called for in this contract, the contractor agrees that it will 
enter into contracts for the supplying of said equipment to the Government, 
within such time as is required by the Government, at prices established as 
hereinafter provided : 

(1) The unit prices as set forth in this contract, increased or decreased pur- 
suant to labor cost indices of the Department of Labor and material Cost 
indices of the Department of Commerce as hereinafter set forth, will be used 
as the prices for such future requirements. 

(i) The stated rate of $1.88 per man-hour as set forth in the April 1958 
issue of Hours and Earnings as determined and published by the Bureau of 
Labor Statistics, U. S. Department of Labor, as the average hourly earnings 
index in the Construction and Mining Machinery Industry for the month of 
February 1953, will be used as the basis for determining any increase or decrease 
in both the direct and indirect labor costs. 

(ii) The stated wholesale commodity price index of 127.3 (1947-1949= 100) 
as set forth in the April 1953 issue of the Survey of Current Business as deter- 
mined and published by the Office of Business Economics, U. S. Department of 
Commerce, as the wholesale price index for Lron and Steel for the month of 
February 1253, will be used as basis for determining any increase or decrease 
in direct material cost. 

(iii) The stated wholesale commodity price index of 124.5 (1947—-1949—100) 
as set forth in the April 1953 issue of The Survey of Current Business as de- 
termined and published by the Office of Business Economics, U. 8S. Department of 
Commerce, as the wholesale price index for Metals and Metal Products for 
the month of February 1953, will be used as the basis for determining any in- 
crease or decrease in the cost of purchased parts from subcontractors. 

(2) The amount of the contract unit cost represented by direct labor subject 
to adjustment in price is $297.22. 

(3) The amount of the contract unit cost represented by indirect labor subject 
to adjustment in price is $539.16. . 

(4) The amount of the contract unit cost represented by direct material subject 
to adjustment in price is $2,104.76. 

(5) The amount of the contract unit cost represented by purchased parts from 
subcontractors subject to adjustment in price is $2,392.52. 

(6) In determining the contract unit price for the future supply of the equip- 
ment as provided for in this clause, the elements of unit cost stated above will be 
adjusted upward or downward, as the case may be, in the ratio that the then most 
recently published applicable monthly index bears to the corresponding basic 
index as set forth in (a) (1) (i), (ii), and (iii) above. 

(7) Other elements of unit cost, that is, burden (exclusive of indirect labor), 
general and administrative expense, and selling and advertising expense, will not 
be subject to adjustment. 

(8) The amount of profit to be included in any contract for the future supply 
of the equipment as provided for under this clause will in no event exceed 7 per- 
cent (7%) of total costs but may by agreement be based upon a lesser rate of 
profit. 

(b) The contracts covering the purchase of future requirements will be for the 
fixed unit price as determined pursuant to the provisions of this clause, without 
provision for future price escalation or price adjustment, and will contain all 
applicable provisions required by Federal law, Executive orders, and DProcure- 
ment Regulations in effect on the date that these contracts are entered into. 


80. Patent license 


(a) The Contractor agrees to, and does hereby, in consideration of the terms 
and in consideration of the payments to be made by the Government under this 
contract, grant to the United States of America (hereinafter called the Govern- 
ment) and/or its Allies under Treaties and Acts of Congress, a nonexclusive, 
irrevocable nontransferable, royalty free license to make, have made and use for 
governmental purposes throughout the world, and to sell or otherwise dispose of 
in accordance with law, machines, articles, or compositions, of matter, embody- 
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ing any and all inventions conceived or first actually reduced to practice in the 
course of carrying out the work contemplated by this contract whether patented 
or unpatented, and to practice or cause to be practiced any methods or processes, 
whether patented or unpatented, which are developed in carrying out the provi- 
sions of this contract ; provided that nothing contained in this clause shall impose 
any obligation upon the Contractor to license or otherwise make available to the 
Government and/or its Allies any invention, method, or process which is not 
owned or controlled by the Contractor or by the Canadian Government ; and pro- 
vided further, that the Government and/or its Allies shall not be estopped at 
any time to contest the unforceability, validity, or scope of, or title to, any patent 
or patent application herein licensed. 

(b) The license herein granted shall not become operative until the Chief of 
Engineers, United States Army, shall have first made a written determination 
that the Contractor cannot or will not supply to the Government or its Allies all 
or any porion of their then existing requirements for the machines, articles, or 
compositions of matter contemplated by this contract. 

(c) In the Event the license herein becomes operative the Contractor agrees 
that it will furnish to any one or more manufacturing concerns designated by the 
Chief of Engineers, United States Army, at the actual cost to the Contractor (i) 
production drawings sufficient to enable the designated manufacturing concern 
or concerns to manufacture the items as called for in this contract, (ii) reason- 
able engineering assistance to the designated manufacturing concern or con- 
cerns as may be required to train such concern or concerns in the process and 
techniques involved in the manufacture of the item as called for in this contract. 

Release of past infringement.—The Contractos agrees to and does hereby 
release each and every claim and demand to which the Government, its officers, 
agents, servants and employees are now or may hereafter be liable on account 
of infringement by or for the Government, occurring prior to the date of this 
contract, any patent or application for patent now owned or hereafter acquired 
by Contractor, insofar as and to the extent only that such patent or application 
covers the manufacture, use, or disposition of the item as described in this 
contract. 

31. Except as modified in this schedule, General Provisions numbered 1 through 
30, Standard Form 382, included herein, form a part of this contract. 

Notre.—General provisions, not printed. 

(Enclosures 2 and 2, not printed since not applicable to present consideration. ) 


APPENDIX 9 


ARMED SERVICES PROCUREMENT ACT OF 1947 


Sec. 2. (b) It is the declared policy of the Congress that a fair proportion of 
the total purchases and contracts for supplies and services for the Government 
shall be placed with small business concerns. Whenever it is proposed to make 
a contract or purchase in excess of $10,000 by negotiation and without advertis- 
ing, pursuant to the authority of paragraph (7) or (8) of section 2 (c) of this 
Act, suitable advance publicity, as determined by the agency head with due 
regard to the type of supplies involved and other relevant considerations, shall 
be given for a period of at least fifteen days, wherever practicable, as determined 
by the agency head. 

(c) All purchase and contracts for supplies and services shall be made by 
advertising, as provided in section 3, except that such purchases and contracts 
may be negotiated by the agency head without advertising if— 

(1) determined to be necessary in the public interest during the period of 
a national emergency declared by the President or by the Congress ; 

(13) for equipment which the agency head determines to be technical 
equipment, and as to which he determines that the procurement thereof 
without advertsing is necessary in order to assure standardization of equip- 
ment and interchangeability of parts and that such standardization and 
interchangeability is necessary in the public interest. 
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